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FOREWORD

This research was performed in support of exploratory development
task area, PF55.521.018, "Organizational Effectiveness'. The problem
and its relevance to the Navy were drawn from Cosentino, S. and
DiGialleonardo, F., "Development of a Naval Organizational Behavior
Research Program (Interim Report)", A staff study: Work Unit No.
PF39.521.018.02.01, Washington, D. C.: Naval Personnel Research and
Development Laboratory, January 1972,

The source of this contract was an unsolicited proposal sub-
mitted by Personnel Decisions, Inc. 26 July 1972 to the Naval Per-
sonnel Research and Development Laboratory, Washington, D. C. The
contract was awarded 22 Nov. 1972 and completed 8 April 1974, - The
specific problem addressed is the formulation of research recommendations
for the Navy in the area of organizational effectiveness. The contract
was initially monitored by Mr. H. Ozkaptan who served until disestablish-
ment of the Naval Personnel Research and Development Laboratory at which
time monitorship was assigned to Mr. S. E. Bowser of this Center who
served until the contract was completed.

J. J. Clarkin
Commanding Officer
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Problem

The specific problem is a lack of wlear wndwrbtamding of the definition
and conceptualization of the term 'organizational effectiveness' and the
potential significance and benefit of any research undertaken to improve
organizational effectiveness within the Navy., The immediate task to
which the present report responds is the collection and distillation of
related literature and the formulation of research recommendations tor the
Navy in the area of organizational effectiveness.

Research Objective

1t was the stated purpose of this effort to specify designs for an
additive series of research studies to comprise a comprehensive program
of fundamental research, data acquisition, and information storage for
use in learning about the causal effects of organizational intervention and
change technology. Given a systematic integration of all research literature
in the area of organizational effectiveness, the articulation of principal
dimensions of effectiveness and identification of important variables
follows. The content of this report is derived largely from a search of
existing theory, research, and practice surrounding the constructs of organi-
zational effectiveness.

Approach

The literature of organizational effectiveness was reviewed and
used as a basis for the report. To search this literature the primary
sources were followed back approximately fifteen to twenty years. Beyond
that, reliance was placed upon secondary sources such as books on organi-
zational theory and management, administrative and management science,
industrial relations, organization theory, and operations research which were
searched as thoroughly as possible. The practitioner or general public
oriented literature such as Fortune, Business Week, etc., was also
surveyed. No constraints were initially placed upon the type of literature
to be searched. This resulted in a great deal of reading that proved
unproductive but established confidence that nothing of a significant
nature had been missed. Available computerized abstracting services
were also utilized.

Results

The review of organizational effectiveness is expressed in the
following ways. A catalogue was compiled of existing ways in which
effectiveness has been measured, noting strengths, weaknesses and gaps
in this composite picture. While no succinct definition is provided, a
construct of organizational effectiveness is recognized. Existing theory,
research, and practice surrounding the construct has been searched and
current measurement techniques have been catalogued along with summaries
of various theories and models. Alternative methodological approaches
have been reviewed. Consideration has been given to ways in which
organizational theorists and researchers have defined the construct. A
summary and compilation of variables, independent, dependent, and intervening

vii




has been made. The final aspect of the report suggests a program of

research that might reasonably be pursued by the Navy during the next
eight to ten years to advance the understanding of organizational ef-
fectiveness.

Recommendations

It is recommended that future research focus on the following
areas:

(1) The analysis and development of Criteria of organizational
functioning whether they be systems or goal oriented. (234-236)

(2) Naturalistic observation studies involving both in vivo and
retrospective studies of Naval Organizational units. (236-243)

(3) The psychometric evaluation of both existing measures and
measures which may be derivable in the future in the area of organi-
zational effectiveness. (243-256)

(4) The outlining of systematic research studies on the indepen-
dent ""levers" that may or may not effect organizational functioning.
(256-264)

Additional positive recommendations are in the nature of general
support to any studies which may have relevance for understanding more
fully the functioning of Naval units and systems.

The remaining recommendations are in the form of what should not
be done., The literature survey has suggested certain research and
theory directions which should not be followed. For example, empirical
multivariate research based on a factor analytical approach to criterion
development should be avoided. It is recommended that careful con-

sideration be given to previous research before undertaking new research
efforts.

viii
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I. INTRODUCTION

This monograph is concerned with the general question of what is organ-
izational effectiveness. By its very nature such a question is incapable
of being answered. There is no one thing that can be identified as
organizational effectiveness and to seek such an illusory variable would
be to incur a great deal of frustration and wasted effort. However, we
do feel that there is a set of more specific and proximate questions
concerning a construct called organizational effectiveness that can

profitaby be pursued, and a number of these are considered throughout
this report.

Aims and Objectives

The content of this report is derived largely from a search of existing
theory, research, and practice surrounding the construct of organiza-
tional effectiveness. Using the literature on effectiveness as our
basic data, our general objectives were as follows:

1. To compile a catalogue of the existing ways in which effec-
tiveness has been measured and to note the strengths, weak-
nesses, and gaps in this composite picture.

2. To summarize various theories or models of organizational
effectiveness that attempt to specify the nature and meaning
of effectiveness as a construct.

3. To review alternative methodological approaches that have been
used to determine empirically the functional relationship among
various specific measures of effectiveness.

4. To consider ways in which organization theorists and researchers
have attempted to relate the manifest characteristics of organ-
izations to their effectiveness. Organization structure is one
example of a set of such characteristics.

5. To compile a catalogue of independent variables, vis-a-vis
effectiveness as a dependent variable, and to summarize briefly
the yield of research data relative to how these independent
variables influence various aspects of organizational effec-
tiveness.

6. To suggest a program of research that might reasonably be pur-
sued by the Navy during the next eight to ten years to advance
our understanding of organizational effectiveness and how it
might be best changed by more than a random amount.

The above objectives constitute a much broader task than was originally
envisioned for the project and the length of the report expanded propor-
tionately. However, the expansion seemed necessary if any kind of order
was to be distilled from all the bits and pieces.




Search Procedure

To search this literature we followed the primary sources back approxi-
mately fifteen to twenty years. Beyond that we relied on secondary
sources such as books on organization theory and management or estab-
lished literature reviews. Literature in the fields of sociology,
psychology, political science, management, administrative and manage-
ment science, industrial relations, organization theory, and operations
research was searched as thoroughly as we could. We also surveyed the
more practitioner or general public oriented literature such as Fortune,
Business Week, and the like. Initially, we tried to avoid almost all
constraints on the type of literature to be searched. This resulted in
a great deal of reading that proved to be of no assistance but heightened
confidence that we had not missed any major contributions or falled to
see any major ''themes'' underlying the literature.

The computerized abstracting services from Psychological Abstracts,
NTIS, and DDC were also employed using a wide variety of key words
(e.g., organization theory, effectiveness, performance, organization
analysis).

The Literature: Descriptive Characteristics

To further aid in setting the context, it might be profitable to
describe briefly some of the parameters and trends that seem to
characterize the organizational effectiveness literature.

1. First of all, most of it is discursive or theoretical in
nature and not empirical. |In a sense this is a recognition
of the difficulty in doing systematic research in a domain
where an entire organization is counted as just one degree
of freedom. We shall come back to this notion many times,
namely that a concern for the study of organizational
effectiveness implies that an organization is to be taken
as a degree of freedom rather than the individual and the
sheer availability of ''subjects'' becomes a problem. As a
result most of the empirical work consisting of case study
type investigations and projects using many degrees of
freedom quite often become classics in their own time.

2. Before the mid 1950's most of the systematic study of
organizational effectiveness was carried on by sociolo-
gists, and the primary mode of research was the case study.




Philip 0. Selznick's classic study of the TVA is an example
(Selznick, 1966!). William Foote Whyte's (1948) examination
of the restaurant industry is another. Blau (1955) and
Gouldner (1954) were other major contributors.

' 3. March and Simon's (1958) classic analysis of organizations
in terms of decision making and choice behavior ushered in
the era of psychology and management science and the number
of individual research projects increased as did the breadth
and scope of theorizing about organizational effectiveness.
Also, before the mid t950's specific concerns for organiza-
tional effectiveness were blended in with the general liter-
ature on organization theory. That is, effectiveness tended
to take a back seat to questions of what an organization
actually is, how many different kinds there are, how they
develop, etc. A seminal point of departure was the 1957
Georgopoulos and Tannenbaum criterion study which set apart
the measurement of effectiveness as a distinct topic. Theory
and research concerning organizational effectiveness exhibited
its greatest growth during the 1960's. |f this domain has had
a golden era, the 1960's are it. Very recently it has seemed
to slow and even undergo a leveling out. At the same time,
the nature of the empirical research has seemed to shift from
exploratory or ''one shot' type studies to more programmatic
efforts that are guided by some sort of theory. Two prime
examples of the latter are the research conducted by Likert,
Seashore, and Bowers at the University of Michigan's Insti-~
tute for Social Research (Bowers & Seashore, 1966; Likert,
1967; Taylor & Bowers, 1972) and the series of studies
produced by the English group at the University of Aston
(Pugh, Hickson, Hinings, & Turner, 1968, 1969).

L. While research on organizational effectiveness seemed to be
settling down to more interrelated studies based on some sort
of conceptual framework, a parallel development has been the
rapid rise in behavioral science based organization develop-
ment. In general, the field of OD is not research based but
is practitioner oriented and directly concerned with making
changes in organizational effectiveness-using a vareity of
techniques; and although they often protest to the contrary,
OD specialists do make fairly strong assumptions about what
an effective organization should be like. These are discussed
a bit later. |In contrast to the research enterprise, which

]0riginally published by the University of California Press, Berkeley
and Los Angeles, 1949.




seems to be coalescing around a relatively small number of
conceptual models, the 0D practitioner field has developed

a bewildering variety of conceptual and operative models
(Burke, 1973; French & Bell, 1973; Hornstein, Bunker, Burke,
Gines, & Lewicki, 1971).

The acronym 0D is used primarily to designate organizational
change efforts that are associated in some degree with the
attitudes and practices of sensitivity training. The total
range of techniques for changing organizations that have a
behavioral science flavor is, of course, much broader than
that. In recent times new developments in management infor-
mation ‘systems, operations research, and accounting prac-
tices such as human resources accounting have taken on the
character of "intervention techniques.'" The psychologist
must now share the spectrum with the computer technologist,
systems engineer , and accountant,

One final observation about the literature in this area is
-that there is a perceptible undercurrent of despair that has
manifested itself among the research types in recent years.

By contrast, many of the Q0D practitioners seem to be in a
state of euphoria. Organizational effectiveness is admittedly
a complex topic, and depending on your inner strength, it may
look far too complicated to ever be resolved in any systematic
way. The research questions of what is organizational effec-
tiveness and how is it determined may yet go the way of the
timber wolf (an endangered species), or worse yet, the aardvark
(an extinct species).




I'l. ORGANIZATIONAL EFFECTIVENESS AS A CONSTRUCT

As will be seen in the following section, there is perhaps even less
reason for entertaining any notion of the criterion (Dunnette, 1963)
with regard to organizational performance than with regard to indi-
vidual performance. As contrasted to individual performance organi-
zational effectiveness criteria can undoubtedly be dimensionalized
(i.e., "factored") with regard to an even greater number of facets
and the number of situations in which someone would want to combine
multiple criterion measures into an overall measure (e.g., Schmidt &
Kaplan, 1971) seems much less than for criteria of individual perfor-
mance.

Perhaps a better way to think of organizational effectiveness is as an
underlying construct which has no direct operational definition, but
which constitutes a model or theory of what organizational effective-
ness is. Certainly this is not unlike the way industrial and organi-
zational psychologists have come to conceptualize individual effective-
ness (Campbell, Dunnette, Lawler, & Weick, 1970). The functions of
such a model would be to identify the kinds of variables we should be
measuring and to specify how these variables, or components, of
effectiveness are interrelated--or should be interrelated. Hopefully
a fully developed construct or model would also tell us to what uses
measures of the individual components of effectiveness could be put.

Strictly speaking it is not possible for anyone concerned with the
effectiveness of organizations to avoid using it as a construct or

to avoid operating via some kind of theory. Without a theory of some
sort, even if it has never been made public, it is not possible to say
that one organization is more effective than another, or to say that
variable X is a measure of organizational effectiveness and variable Y
is not, or to plan ways to ''change'' an organization. Thus, it is
incumbent on all those concerned to make their ''theories of effective-
ness'' as explicit as possible.

At this point we would like to examine the major conceptual themes that

seem to account for the variety of ways the construct of organizational
effectiveness is used in the literature.

Two General Models of the Effectiveness Construct

Based on looking at all this literature, observing an occasional admin-
istrator, manager, or military officer, and listening to people talk
about organizations, we submit that there appear to be two general poin
of view, with variations, as to how one should assess organizational

ts




effectiveness. They have been given various lables but the most popular
are the goal centered view and the natural systems view (e.g., see
Ghorpade, 1971). The term ''system' is used here in a somewhat different
way than it is by industrial or systems engineers or by those who deal

with systems theory in a very formal or mathematical sense (e.g.,
Berrien, 1968).

The goal centered view makes a reasonably explicit assumption that the
organization is in the hands of a rational set of decision makers who
have a set of goals in mind which they wish to pursue. Further, these
goals are few enough in number to be manageable and can be defined well
enough to be understood. Given that goals can be thus identified it
should be possible to plan the best management strategies for attaining
them. Within this orientation the way to assess organizational effec-
tiveness would be to develop criterion measures to assess how well the
goals are being achieved. There are a number of variations of the goal
centered view. The management by objectives tradition (e.g., Odiorne,
1965, 1969) as it is usually practiced tends to fall in this category.
The recently renewed movement toward cost/benefit analysis (Rivlin,
1971) is an ambitious attempt to assess the actual utility of accomplish-
ing specific goals. During the 1960's the attempt to derive overall
measures of military readiness (Hayward, 1968; Popper & Miller, 1965) is
yet another variation. These and other examples of this model are dis-
" cussed below.

The natural systems view appears to make the assumption that if an
organization is of any size at all the demands placed upon it are so
dynamic and so complex that it is not possible to define a small number
of organizational goals in any way that is meaningful. Rather, the
organization adopts the overall goal of maintaining its viability or
existence through time without depleting its environment or otherwise
fouling its nest. Thus to assess an organization's effectiveness one
should try to find out if an organization is internally consistent
within itself, whether its resources are being judiciously distributed
over a wide variety of coping mechanisms, whether it's using up its
resources faster than it should, and so forth. One implicit assumption
that the people with this orientation seem not to always own up to is
that to be effective the organization needs some theory or model that
specifies the kinds of coping mechanism that must be built and kept
lubricated. |t cannot prepare itself for literally everything. One
clear example of such a natural systems model that incorporates specific
a priorl notions of what system variables should be assessed is the one
developed at the University of Michigan Institute for Social Research
by Likert and his associates (Likert, 1961, 1967). In the beginning
the basic systemic variable was the degree to which subordinates parti-
cipated in making the decisions which affected them, or to say it another




way, the degree to which supervisors shared their influence. By impli-
cation, an organization in which decisions were made participatively
was a healthy and capable organization. The list has since been
expanded to include communication factors, motivational practices, and
the like. The focus in on ''people' factors and not on the state of the
organization's technology or its physical structure. The current state
of the organization is measured via a questionnaire. The most recent
formalization of the model and the current measurement instrument is
described by Taylor and Bowers (1972) and by Franklin (1973). Other
examples of systems models are those outlined by Argyris (1964), Blake
and Mouton (1968) and Katz and Kahn (1966). ‘These and others will also
be discussed in more detail below.

One principal point to be made here is that if an organizational con-
sultant were to be parachuted to the deck of a ship and asked to assess
the effectiveness of that organization, how he would begin the assessment
would depend in part on which of these two points of view he had inter-
nalized. The goal oriented analyst would immediately seek out the
principal power centers or decision makers on board and ask them to state
their objectives. |If he were worldly wise he would also employ techniques
to reveal the actual operative goals of the organization as well as the
publically stated ones. For example, the captain's formally stated goal
might be to have his ship score high on a specific set of maneuvers.
However, his operative goal might be to '"look good enough to earn a
promotion.'" The formally stated goals and the operative goals may not

be precisely the same. For better or worse, once the consultant had the
goals defined he would proceed to develop criterion variables that would
measure how well the objectives (of either kind) were being met. The
"validity' of a particular criterion for assessing the degree of attain-
ment of a particular goal would be a matter of expert judgment. We should
keep in mind that goals are not criteria. One is a desired end state and
the other is an operationalized continuum representing the degree to which
the desired end state is being met.

If a natural systems oriented analyst were to fall from the sky he would
not first ask what the organization was trying to accomplish. Rather he
would nose around the ship a lot and ask questions, perhaps about the
degree of conflict among work groups, the nature of communications, the
level of racial tension, the percentage of billets that were filled by
people with the appropriate level of training, what the commanding
officer was trading away to get the personnel he wanted, the morale of
the officers and crew, and the like. At the outset he would not be con-
cerned with the specific tasks the ship was trying to perform but would
be concerned with the overall viability and strength of the system. He
would have some a priori notions of what the characteristics of a strong
system are and he would center his questioning around those. For example,
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if he were from the Institute for Social Research he would most likely
administer the Survey of Organizations questionnaire (Taylor & Bowers,
1972). Supposediy, if the ship turned out to be a strong and well
balanced system, it should be equipped to pursue a wide variety of
objectives and meet a wide variety of demands.

If both these analysts take their logical next steps their efforts will
tend to parallel each other, if not actually converge. |If the goal
oriented analyst attempts to diagnose why an organization scores the
way it does on the criteria he will soon be led back to system type
variables. For example, perhaps the ship did not perform well in
maneuvers because of racial tension on board. |If the natural systems
analyst wonders how various systems characteristics affect task perfor-
mance, he very soon will be trying to decide which tasks are the impor-
tant ones on which to assess performance. Unfortunately, in real life
these second steps are often not taken. The goal oriented analyst tends
not to look in the black box and the natural systems oriented analyst
does not like to worry about actual task performance unless he's pressed.

We should note in passing” that the above dichotomy appears not infre-
quently in other forms and other places. It is very similar to the
general notion of process vs. outcome research. Research on the employ-
ment interview is an example. For years the emphasis was on the inter-
viewer's final judgment and its reliability or validity. Only recently
have investigators looked at the process involved in the way the final
decision is actually made. The process type studies have tended to show
that interviewers have well defined stereotypes of a good applicant

that may or may not match the requirements of the job, that negative
information is given an inordinate amount of weight, and that the actual
decision is made much earlier in the interview than anybody previously
realized. There is a strong assumption underlying this research that

if interviewers are trained to know their own processes and "'improve"
them the resulting employment decisions will be '"better."




I11. SPECIFIC EXAMPLES OF GOAL
AND SYSTEM MODELS OF ORGANIZATIONAL EFFECTIVENESS

What we would like to do in this section is discuss briefly each of
several examples of both the goal and systems view of the effectiveness
construct. The intent is to sample all the major varieties of each
kind. That is, we hope we haven't missed any. Some of them are taken
out of their original context (e.g., management by objectives); never-
theless, we think they all have value in showing how the specific model
of effectiveness one adopts can significantly influence the way in
which organizational effectiveness is ultimately measured (either by
design or by default).

The Industrial/Organizational Psychology ﬂCriterion“ Model

In the context of measuring individual performance, the ''criterion
problem' has a large and honorable niche in the literature of industrial
and organizational psychology (e.g., Blum & Naylor, 1968, Ch. 6; Campbell,
Dunnette, Lawler, & Weick, 1970; Dunnette, 1966; Schmidt & Kaplan, 1971;
Wallace, 1965). At the base of the criterion issue, defined as this
literature defines it, is the axiom that a criterion is a measure of the
degree to which an individual is contributing to the goals of the
organization. Thus, if we were to transport this formulation of
effectiveness from the domain of individual effectiveness to that of
organizational effectiveness it would be securely within the goal centered
view of the construct.

It would be fruitful at this point simply to list the major ingredients

of the criterion model with an eye toward their implication for how
organizational effectiveness should be assessed. We realize that this

is a distillation of many contributions of many people and also that

many readers of this report are themselves deeply emersed in the criterion
problem and have definite views on the matter. Thus the following list
may not seem complete enough to all readers. We apologize at the outset
for such oversights.

In our view, the '"criterion problem model' seems to incorporate the
following features.

1. Overall effectiveness is not one thing but is made up of com-

ponent criteria. The criterion was laid to rest some time
ago.

2. The specification of the individual component criteria flows
from a detailed and systematic job description. That is, the




first step in criteria development is to describe concretely
the major tasks the individual is to perform. By implication,
the tasks to be described are directed at obtaining a specific
set of subgoals that contribute to the organization's overall
goals.

3. The empirical relationships among the component criteria should
be determined. That is, a fairly large number of individuals
should be assessed on each criterion component and multivariate
analysis techniques (e.g., factor or cluster analysis) should
be used to examine the pattern of relationships among the
components. Empirical data should also be used to determine
how the pattern changes over time as a function of changes in
the individual job holders or of changes in the job or organ-
izational content. Empirical analyses should be performed to
find out if changes in individual component scores and/or their
patterning represents changes in the true scores (reliability)
or changes in error scores (unreliability).

L. The way in which individual criterion component scores are
combined or otherwise used to make specific decisions (e.g.,
promotions) is determined by expert judgment.

5. Criterion measures should be a reflection of what the individual
actually does. That is, they should represent an assessment of
accomplishments that are directly under the individual's control.
Variability in criterion scores across individuals or across time
should be due to what the individual does, not extraneous influ-
ences. . For example, criteria for salesman effectiveness which
are more a reflection of geographic location than the skill of
the salesman are not good criteria.

6. The criterion measures should be reasonably feasible, in terms
of the effort and financial costs involved in collecting data
on them.

If this model were applied to a consideration of organizational effective-
ness, the following features would be suggested. First, we need an
organizational job analysis to tell us what the major tasks of the
organization are. To accomplish this we might consider the feasibility
of using techniques of job analysis such as those described by Blum and
Naylor (1968) or Dunnette (1966). The critical incident technique is

one example. After some potential criterion measures are developed we
must try them out on a large number of organizations so as to examine
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the psychometric properties of the components. Finally, we need to assure
ourselves that the component medsures are indeed assessing variables over
which the organization has some control. The method of scaled expectations
(e.g., Campbell, Dunnette, Arvey, & Hellervik, 1973; Folgi, Hulin, &

Blood, 1971; Smith & Kendall, 1964) is one possible technique that can be
used.

In sum, the criterion problem model assumes that qualified experts can
use one or more of several techniques to infer criterion measures from a
description of tasks to be performed. It demands a multivariate analysis
of data collected on a large number of observations.

Cost/Benefit Analyéis

Although its history as a formalized procedure is rather short, cost/
benefit analysis had traditionally been applied to the evaluation of the
relative effectiveness of alternative training programs, alternative
methods for developing products, and the like. That is,” it is most often
used to measure the relative effectiveness of alternative courses of
action toward some goal, not the effectiveness of the entire organization.
Nevertheless, it is firmly rooted in the goal oriented model (e.g., see
Rivlin, 1971) and conceivably could be used to determine whether an organi-
zation was pursuing its goals with methods that were ''cost effective.'
This implies that there are actual alternatives to compare, or that expert
judgment could be used to develop an ''achievement standard!' against which
the cost/benefit ratio of an existing course of action could be compared.

Inherent in the cost/benefit model are the notions that the components of
both the numerator and the denominator can be reduced to a single com-
posite score and that ratio has at least interval scale properties.

Since the formal use of cost/benefit analysis to evaluate alternative
organizational strategies really got its biggest push in the Department

of Defense (e.g., see Hitch, 1965) in the form of the Planning-Programming-
Budgeting System (PPBS) we do not feel the need to tell the Navy what it
already knows and review the history of PPBS in the DOD. However, the use
of PPBS methodology and the cost/benefit model spread to the evaluation

of social programs as well as to a wide variety of other programs and
these attempts at further application served to highlight more fully the
strengths and weaknesses of the model (Rivlin, 1971).

On the positive side the cost/benefit model has led to a much more
analytical and thorough analysis of action strategies.’ A great deal of
effort has been expended toward developing conceptual schemes and measure-
ment methods for assessing both the cost side and the benefit side (e.g.,
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Chase, 1968; Dorfman, 1965; Glennon, 1972; Mangum, 1967). Much of the
analysis has been in the arena of public expenditures on social pro-
grams but at least some of it might be translatable to Naval concerns.

One example that might be considered is illustrated by Fansel and Bush
(1970), who define and present a method for measuring the effectiveness
of a health service organization. |In their attempt societal value ques-
tions are taken into account, at least partly, and an interval measure
of effectiveness is arrived at.

First, they define the effectiveness of a health system in terms of posi-
tive changes in the functional history of the target population with

which the system is concerned. They speak in relatively broad terms, such
as a nationwide system, but their methods could also be applied to a much
smaller population.

Then they operationaily define health as the degree of function/dysfunction
in the population. The function/dysfunction continuum is a set of ordinal
states based on a person's ability to carry on his usual daily activities.
This ordinal function/dysfunction scale is made into an interval scale by
using a paired comparisons scaling technique. Expert judges (public

health officials) compared each of the ordinal states to one another,
making judgments like 'X days in state 1 > Y days in state 2." The
weights derived for the ordinal states in this manner create an interval
scale of health.

Thus to assess the effectiveness of a health system, the population is
measured at T] using the cardinal health scale (called the Health Status
Index, HSI), the health system ''intervenes'' for a period, then measures
are taken at Tp. Of course, for large populations problems of control
and attribution of cause and effect are difficult, but for relatively
smaller samples these could perhaps be overcome. Fansel and Bush present
some illustrative data from a small section of a tuberculosis control
program. ‘

Another positive feature of cost/benefit analysis, not so often recog-
nized, is the reminder that we can perhaps learn something about the
relative effectiveness of different strategies or organizational subunits
by comparing their marginal rather than the average cost/benefit ratio
(Glennon, 1972). For example, the benefits derived from a certain kind
of technical school graduate (e.g., type XX) could virtually cease after
a certain number (say N) had been produced. What's needed after that
are type YY graduates (who could perhaps do more complicated things that
were really irrelevant until the type XX's got all the basic problems
cleared up). |If the average cost/benefit ratio of having all type XX's
versus having all type YY's were compared, the type XX school would look
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more cost effective. However, if the ratios were compared via a marginal
analysis it would be revealed that an effective training organization
would switch strategics at a certain point.

The limitations of the cost/benefit model have also been well documented,
especially as it relates to determining the effectiveness of social
programs (Rivlin, 1971). For example, Hatry (1970) specifically addres-
ses the measurement of effectiveness of governmental public programs.
Measures of the effectiveness of these programs should reflect the basic,
underlying objectives of the programs=--the effects they have upon people
and the expression of these effects in the appropriate units. He

asserts this is not usually the case.

Rather, program effectiveness measures fall into three categories. The
first category contains pure cost measures, and does not reflect effec-
tiveness at all. The expenditures per pupil in an educational program
is an example. A second category is workload measures, such as number
of pupils per teacher, and physical standards, such as x hospital beds
per 1000 people. Such measures reflect only indirectly, if at all, the
effectiveness of programs. Hatry's third category includes those
measures that are composites of some kind expressed in terms of one

unit of measure, usually dollars. Such measures he terms ''hocus-pocus.''
These are misleading he asserts, and also make and conceal value judg-
ments better left to open debate among the citizenry's elected represen-
tatives.

To evaluate program effectiveness he suggests not doing any of the above.
Rather, a clear specification of the objectives of a program must be done
and measures of those objectives in whatever units are appropriate should
be used. This results in multiple criteria, and these should not be made
commensurable for the sake of creating a single index. Political deci-
sions must be left to the political process, long term effects should be
considered, and only measurable effects (these include those measured

by subjective ratings) should be used.

Hatry's discussion rather neatly illustrates the two basic differences
between the 1/0 psychology criterion model and the cost/benefit model.
First, the cost/benefit model tries to get all measures of effectiveness
combined into one composite while the I/0 criterion model says it
shouldn't be done. Second, the criterion model argues that effectiveness
measures should be variables in close proximity to the individual's or
organization's behaviors while the cost/benefit model will settle for
outcome variables (e.g., average income) that are somewhat more distant
and perhaps less under the control of the unit being evaluated.
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Management by Objectives

Although Odiorne (1965) views management by objectives as a complete
system of management planning and control, it could also be viewed in
a more restrictive context as a model of organizational effectiveness.
The details concerning the practice of management by objectives have
been well described elsewhere (e.g., Humble, 1970) as well as its
limitations as a management technique (e.g., Carroll & Tosi, 1973) and
this material needn't be repeated here.

However, with regard to MBO as a model of organizational effectiveness,
it perhaps bears repeating that the measures which the model specifies
as the primary criteria of effectiveness are whether or not the organi-
zation has accomplished the concrete tasks that were previously identi-
fied as necessary. It represents the ultimate in a goal oriented model
of effectiveness. Thus, rather than evaluating the organization on a
single abstracted continuum such as the cost/benefit ratio or on several
criterion continua, that are in some sense abstractions from specific
task behaviors (e.g., productivity or profit), MBO says that effective-
ness is some aggregation of specific, concrete, observable and quanti-
fiable accomplishments and failures. Either an organization accomplishes
a specific task that it is supposed to, or it does not.

Some relevant issues revolving around the MBO model are: (a) what group
or individual sets the goals for a particular organization or unit; (b)
to what extent is it realistically possible to define quantifiable goals
for an organization or organizational unit; (c) how should the relative
importance of each goal be judged; (d) to what extent is it possible to
know whether or not an objective has been '"accomplished'; and (e) is

the organization willing to commit the necessary time and effort to the
MBO procedure?

Assuming some resolution of the above questions can be found, the MBO
model yields a definition of effectiveness that is unique to each
organization. For a particular time period, each organization must
specify in concrete detail the specific things it wishes to accomplish.
The relevant measure of effectiveness is then an accounting of which
objectives were accomplished and which were not.

The Organization Development Model
The term organizational development, or 0D, means different things to

different people. In the most general sense it could refer to any
activity designed to effect some kind of change in an organization and




thus would include the efforts of psychologists, economists, industrial
engineers, computer technologists, and many others. However, for the
purposes of this report we would like to use a delineation similar to
that of Bennis (1969) and restrict the term organization development

to a class of behavioral science type intervention techniques which
owes its historical antecedents to the pioneering work in T-group and
sensitivity training at the National Training Laboratories, all of
which began about 1948 (Bradford, Gibb, & Benne, 1964). A central con-
cern of such techniques is to provide mechanlsms by which organizational
members can examine their behavior in the "here-and-now.'' Team building
(French & Bell, 1963), process consultation (Schein, 1969), confronta-
tion (Beckhard, 1969), the Managerial Grid (Blake & Mouton, 1969), and
laboratory education (Bennis, 1969) are all variations on this basic

theme. Intervention techniques such as job enrichment (Ford, 1969) and
the Scanlon Plan (Lasieur & Purkett, 1969) do not fall in the same
category.

While we have just delineated 0D techniques in terms of strategies
(independent variables if you will) used to bring about change,
researchers and practitioners in the field also have theories, implicit
or explicit, regarding the content of the dependent variables in which
they are trying to effect changes, and it is to the OD model of
effectiveness that we now turn.

While the OD model of organizational effectiveness is not clearly
stated by most authors, it is reasonably apparent that OD adopts a
systems view, not a goal model. For example, Beckhard (1969) and
Bennis (1969) emphasize the systems aspects of OD. Very seldom are
effectiveness outcomes mentioned by 0D writers, researchers, or prac-
titioners. If such things as profit, turnover, and the like are men-
tioned at all, it is in a fairly unsystematic and casual way and only
after much discussion has been spent on such factors as increased
individual openness, better communications, greater individual self-
actualization, etc., and other indicators of what is considered to be
a healthy system.

Further, in both theory and practice, OD practitioners typically go
beyond a general statement of a systems model and seem to have a fairly
specific kind of system in mind, which serves as a standard of an
"effective'' organization. This last statement must be immediately
qualified by stating that there is certainly not complete unanimity
among organization development specialists regarding the characteristics
of this '"ideal' system. Contrast, for example, the statement of
Tannenbaum and Davis (1970) and Beer and Huse (1972). The former
authors place strong emphasis on the use and effectiveness of thera-
peutic, interpersonal kinds of interventions and maintain that structural
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interventions are less important, especially in the early stages of
organization development. The latter authors hold that a clear-cut
commi tment to a particular kind of OD approach is not necessary for
a successful 0D program, that structural and interpersonal changes
should go almost hand in hand, and that several kinds of system
changes (aside from just interpersonal, therapeutic changes) are
probably necessary if OD is to succeed. However, there does seem to
be a consensus among OD types, rough though it may be, regarding a
normative model of man and organization that permits one to depict
an 0D construct of organizational effectiveness.

Before we get to more specifics it might be well to take note of three
overall assumptions that seem to underlie most OD activity. First,
rapid and accelerating change is depicted as a fact with which both
men and organizations must accept and cope (Bennis, 1969). The world
is seen as changing in a variety of ways at an increasing rate. This
implies that old ways of managing and organizing are no longer func-
tional. The functional bureaucracy, in particular, is noted as being
an outmoded model of organizations. Second, an optimistic point of
view is taken toward the nature of man. Man is seen as reaching for
growth, seeking self-actualization, and certainly much less in need of
supervision in organizations than the conventional wisdom would imply.
Almost any article or book dealing with OD will make this statement
(Beckhard, 1969; Bennis, 1969; French & Bell, 1973; Margulies & Raia,
1972), but McGregor's statement on Theory X and Theory Y (1960) is
still the most familiar and often quoted version. Third, though this
is less often made explicit, organizations are viewed as existing
primarily, if not solely, for the benefit of the individual members
of the organization. French (1972) states, ''One value, to which many
behavioral scientist-change agents tend to give high priority, is

that the needs and aspirations of human beings ‘are the reasons for
organized effort in society (p. 35)."

In addition to these three general values or assumptoins most 0D
researchers and practitioners operate with some more specific set of
organizational characteristics that define a healthy system. Several
alternative lists of such characteristics are presented in Table 1.
They represent only a sample, but we hope a representative one, of
those available.




TABLE 1

ALTERNATIVE SETS OF ORGANIZATIONAL EFFECTIVENESS
CRITERIA OBTAINED FROM LITERATURE ON ORGAN!ZATION DEVELOPMENT
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Dependent Variable

Source

High trust and support among
organizational members

Confrontation (not avoidance)
of problems

Knowledge based on authority as
well as assigned role

Open communications

High satisfaction and enthusiasm
for organizational members

Frequent synergistic solutions

Presence of group responsibility
for planning and implementation

Open, problem solving climate

Role authority supplemented with
authority based on competence

Decision-making responsibility is
located close to information sources

High trust among persons and groups
throughout organization

Competition is relevant to work goals
and collaborative efforts are maximized

The reward system recognizes both
achievement of organizational goals
(profits or services) and development
of people

French (1972)

Bennis (1969)

pp.. 36-37
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TABLE 1 (Cont.)

Dependent Variable Source

7. High sense of ownership of organi- .
zational objectives throughout
work force

8. Managers manage according to rele- "
vant objectives rather than according
to past practices

1. Organization managers work against ' Beckhard

goals

2. Form follows function "

3. Decisions are made by and near "
the source of information

k., Reward system rewards all of the "
following
. short-term profit & productivity
subordinate growth
creation of viable work group

5. Communication is open in all "
direction

6. Conflict and conflict situations "
treated as problems to be solved

7. High "conflict" over ideas, none "
over interpersonal difficulties

8. Organization is an open system "

9. Values and management strategy "
place emphasis on maintaining of
integrity and uniqueness in an
interdependent environment

10. '"'Action research' is the way of "
life for the organization, feed-
back mechanisms are built in

(1969)




TABLE 1 (Cont.)

Dependent Variable Source

1. Communication of information is Schein (1965)
reliable and valid

2. Internal flexibility and creativity "
in accordance with information

3. High integration and commitment "
to goals of organization

4. Internal climate is characterized DC
by support and freedom from threat

French (1972) lists seven such desired end states: an increased level of
trust and support among organizational members, confrontation rather than
avoidance of problems, authority based on knowledge and skill as well as
assigned role, increased openness in lateral, vertical, and diagonal com-
munications, increased enthusiasm and satisfaction for organization mem-
bers, increased frequency of synergistic solutions to problems (creative
solutions in which all parties gain more through cooperation than through
conflict), and increased levels of self and group responsibility for
planning and implementation. Bennis (1969) lists nine normative goals
which overlap French's a great deal but include a bit more specificity.

Taking the assumptions and normative goals outlined above, a picture of
the ""effective organization,' according to 0D, begins to emerge. Such

an organization will be aware of, open to, and reactive to change. It
will be searching for new forms and methods of organizing. It will have
an optimistic view of its members, allowing them room to self-actualize
and trusting them with the responsibility for their own efforts. It

will also seek to insure the satisfaction of its members since that is
its reason for existence. To these ends, conflict will be confronted,
not avoided, and communication will occur freely and effectively.

Beckhard's (1969) list conveys his belief that most researchers and
practitioners possess a strong consensus concerning what a healthy or-
ganization is, even though it may differ somewhat from one individual
to another. He portrays this consensus by presenting a synthesized
list of ten .characteristics that define an effective or healthy organ-
ization (Beckhard, 1969, pp. 10-11).
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'The total organization, the significant subparts, and
individuals manage their work against goals and plans for
achievement of these goals.'

""Form follows function (the problem, or task, or project
determines how the human resources are organized)."

""Decisions are made by and near the sources of information
regardless of where these sources are located on the organ-
ization chart."

"The reward system is such that managers and supervisors
are rewarded (and punished) comparably for:
short-term profit or production performance,
growth and development of their subordinates,
creating a viable working group.'

""Communication laterally and vertically is relatively
undistorted. People are generally open and confronting.
They share all the relevant facts including feelings."

"There is a minimum amount of inappropriate win/lose
activities between individuals and groups. Constant effort
exists at all levels to treat conflict and conflict situations
as problems subject to problem solving methods."

"There is high 'conflict' (clash of ideas) about tasks and
projects, and relatively little energy spent in clashing
over interpersonal difficulties because they have been
generally worked through."

""The organization and its parts see themselves as interacting
with each other and with a larger environment. The organi-
zation is an 'open system.''

"There is a shared value, and management strategy to support
it, of trying to help each person (or unit) in the organiza-
tion maintain his (or its) integrity and uniqueness in an
interdependent environment."

"The organization and its members operate in an 'action-
research' way. General practice is to build in feedback
mechanisms so that individuals and groups can learn from
their own experience.'
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Summarx.

From this brief view of what the organizational development view of

the effectiveness construct seems to be, perhaps the following summary
statements are in order.

1. OD concentrates its efforts on achieving a normative state
whose 'worth'' is accepted on a priori grounds. That is, the
0D model assumes that if an organization can achieve the
state characterized by a list such as Beckhard's, it will
be effective as an organization and will be optimally
equipped to carry out its mission(s).

2. Almost all the variables have to do with the human part of
an organization, far less with technological or material
aspects of the organization.

3. Carrying (2) further, these human variables predominantly
have to do with phenomena of intra- and inter-group behavior.

L. Finally, to support its assumptions empirically OD would
have to demonstrate several relationships. First, 0D
specialists must connect their intentions (goals) with their
actions (intervention technique) and the results of their
actions (measures of the effect of their interventions).
Having praved that: (a) they are trying to do as they say
and (b) are successful in what they are trying (i.e., have
achieved the normative state that is their goal for the
organization), they must then prove (c) their success has
produced an effective organization. That is, is the organ-
ization that achieves the 0D normative goal state also an
effective organization? OD has largely bypassed the problem
of defining and measuring organizational effectiveness by,
in effect, assuming it.

Thus we are left with the prospect of a process that may produce effec-
tive organizations, but where no one knows how or why, much like our
ancestors viewed the production of their descendants. The great amount
of superstition surrounding those ancient events was eventually dis-
pelled by literally ''getting inside' the process, beginning with the
illegal examination of cadavers. Perhaps it is time to examine the dead.
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The Likert-1SR Model

In somewhat of a class by itself is a systems model of organizational
effectiveness that can be attributed to a cohesive group of researchers
and practitioners at the University of Michigan. They include Floyd
Mann, J. R. P. French, Stan Seashore, Rensis Likert, David Bowers, and
others. Since Likert has written the most influential statement of
this model (Likert, 1963, 1967), we will label it as his, even though
he is not the sole contributor.

Flowing from the classic study by Coch and French (1948), the basic
variable defining an effective system is participation in decision
making, or shared power. That is, to the extent that individuals can
truly participate in making the decisions that will affect them, the
organization will be more effectively equipped to accomplish its mis-
sion. Over the years, continued research and consulting work at
Michigan (e.g., Katz, Maccoby, and Morse, 1950) has added to the list
of systemic variables believed to constitute an effective organization.

In his 1967 statement, Likert used the term ''Systems 4" to label what
he considered to be the standard for a healthy and effective organiza-
tion. The actual state of an organization was assessed via a ques-
tionnaire intended to measure the perceptions of organizational mem-
bers. The organizational characteristics tapped by this instrument
are listed in Table 2.

TABLE 2
ORGANIZATIONAL VARIABLES USED TO
DESCRIBE THE STATE OF THE SYSTEM

1. Leadership processes used

a) Extent to which superiors have confidence and trust in sub-
ordinates

b) Extent to which subordinates, in turn, have confidence and
trust in superiors )

c) Extent to which superiors display supportive behavior toward
others

d) Extent to which superiors behave so that subordinates feel
free to discuss important things about their jobs with their
immediate superior -

e) Extent to which immediate superior in solving job problems
generally tries to get subordinates' ideas and opinions and
make constructive use of them




TABLE 2 (Cont.)

2. Character of motivational forces

a) Underlying motives tapped

b) Manner in which motives are used

c) Kinds of attitudes developed toward organization and its
goals

d) Extent to which motivational forces conflict with or reinforce
one another

e) Amount of responsibility felt by each member of organization
for achieving organization's goals

f) Attitudes toward other members of the organization

g) Satisfaction derived

3. Character of communication process

a) Amount of interaction and communication aimed at achieving
organization's objectives
b) Direction of information flow
c) Downward communication
1. Where initiated
2. Extent to which superiors willingly share information
with subordinates .
3. Extent to which communications are accepted by sub-
ordinates
d) Upward communication -
}. Adequacy of upward communication via line organization
2. Subordinates' feelings of responsibility for initiating
accurate upward communication
3. Forces leading to accurate or distorted upward informa-
tion '
L. Accuracy of upward communication via line
5. Need for supplementary upward communication system
e) Sideward communication, its adequacy and accuracy
Psychological closeness of superiors to subordinates (i.e.,
friendliness between superiors and subordinates)
1. How well does superior know and understand problems faced
by subordinates? : '
2. How accurate are the perceptions by superiors and sub-
ordinates of each other?

-+
~—

L. Character of interaction-influence process

a) Amount and character of interaction

b) Amount of cooperative teamwork present

c) Extent to which subordinates can influence the goals, methods,
and activity of their units and departments
1. As seen by superiors
2. As seen by subordinates

23.




24,

TABLE 2 (Cont.)

d)

e)

Amount of actual influence which superiors can exercise over
the goals, activity, and methods of their units and depart-
ments .

Extent to which an effective structure exists enabling one
part of an organization to exert influence upon other parts

5. Character of decision-making process

a)
b)

c)
d)

e)

f)

g)

At what level in organization are decisions formally made?

How adequate and accurate is the information available for

decision making at the place where the decisions are made?

To what extent are decision makers aware of problems, par-

ticularly those at lower levels in the organization?

Extent to which technical and professional knowledge is used

in decision making

Are decisions made at the best level in the organization as

far as

1. Availability of the most adequate and accurate informa-
tion bearing on the decision

2. The motivational consequences (i.e., does the decision-
making process help to create the necessary motivations
in those persons who have to carry out the decision?) -

To what extent are subordinates involved in decisions related

to their work?

Is decision making based on man-to-man or group pattern of

operation? Does it encourage or discourage teamwork?

6. Character of goal setting or ordering

a)
b)

c)

Manner in which usually done

To what extent do the different hierarchical ‘levels tend to
strive for high performance goals?

Are there forces to accept, resist, or reject goals?

7. Character of control processes

a)

b)

c)

d)

At what hierarchical levels in organization does major or
primary concern exist with regard to the performance of the
control function?

How accurate are the measurements and information used to
guide and perform the control function, and to what extent
do forces exist in the organization to distort and falsify
this information?

Extent to which the review and control functions are concen-
trated '

Extent to which there is an informal organization present and
supporting or opposing goals of formal organization
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e) Extent to which control data (e.g., accounting, productivity,
cost, etc.) are used for self-guidance or group problem solving
by managers and nonsupervisory employees, or used by superiors
in a punitive, policing manner

8. Performance goals and training

a) Level of performance goals which superiors seek to have organ-
ization achieve

b) Extent to which you have been given the kind of management
training you desire

c) Adequacy of training resources provided to assist you in train-
ing your subordinates

Note.-~Likert, Rensis. The human organization: Its management
and value. New York: McGraw-Hill, 1967, 197-211.

Further research has led to a different, but not very different, con-
ceptualization of an effective organization. |t is outlined in Taylor
and Bowers (1972) along with a revision of the questionnaire instrument
-used to assess the state of the organization. The major variables mea-
sured by the current version and thus the definition of an effective
organization are presented in Table 3.

TABLE 3
PERCEIVED DIMENSIONS OF ORGANI1ZATIONAL
CHARACTERISTICS ASSESSED BY THE SURVEY OF
" ORGANIZATION'S QUESTIONNAIRE (TAYLOR & BOWERS, 1972)

1. Climate: perceived total impact upon a work group of the behaviors
of superior work groups in terms of:

High or low concern for human resources

Adequacy of communications flow

Nature of motivation to perform

Decision-making practices

Technological readiness and flexibility

Amount of lower level influence in departmental decisions

-~ 0 N Tw
— N’ N’ N S S

2. Supervisor leadership

a) Support: behavior that enhances someone else's feeling of
person worth and importance

b) Interaction facilitation: behavior that encourages members
of the group to develop close, mutually satisfying relation-
ships
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TABLE 3 (cont.)

c)

d)

Goal emphasis: behavior that stimulates an enthusiasm for
meeting the group's goal or achieving excellent performance
Work facilitation: behavior that helps achieve goal attain-
ment by such activities as scheduling, coordinating, planning,
and by providing resources such as tools, materials, and tech-
nical knowledge

3. Peer Leadership

Support

Interaction facilitation
Goal emphasis

Work facilitation

L. Interpersonal processes within work groups

a)
b)
c)
d)
e)
f)
g)

Confidence and trust among members

Strong, shared motivation toward goal attainment
Effective group decision making

Effective, open communication within the group
Mutual help and coordinated activity
Flexibility, adaptability, and creativity

Job competence through skill upgrading

5. Satisfaction with:

a)
b)
c)
d)
e)
f)
q)

Supervisor

Work group
Job
Organization
Pay

Past progress within the organization
Future expected progress within the organization

6. Performance

a)
b)
c)
d)
e)
f)

Volume of work

Efficiency

Product quality

Attendance

Organizational and manpower growth and development

Human costs (e.g., accident rate, health, stress, grievances)




There is obviously a great deal of similarity between the Michigan
characterization of an effective organization and the 0D characteri-
zation as portrayed by Beckhard's list and many of the same summary
statements apply. However, certain differences should also be noted.
First, the Michigan group is much more research oriented and has
devoted more effort to developing measures of their systems variables
and to linking these variables with outcome measures such as profit-
ability and turnover. As a result their variables are more con-
cretely defined, although some would argue (e.g., Argyris, 1968) that
the concreteness is illusory. Second, the Michigan list is not quite
so heavily oriented toward interpersonal and self-actualization type
variables. Third, as we shall see later the Michigan model is not
quite so wedded to T-group related techniques for improving an organ-
ization's score on the specified characteristics.

The Operations Research (OR) Model

In some respects this model represents both the goal-centered and the
systems view of effectiveness. It has also incorporated much of the
work on military 'readiness."

Ackoff and Sasieni (1968) describe Operations Research (hereafter
called OR) as an applied discipline with three essential character-
istics:

a system or executive orientation
use of interdisciplinary teams
3. application of scientific methods to problems of control.

N =

They define OR as ''the application of scientific method by interdis-

ciplinary teams to problems involving the control of organized (man-

machine) systems so as to provide solutions which best serve the pur-
poses of the organization as a whole (p.6)."

It appears that OR, as a discipline, should be concerned with the
construct of organizational effectiveness. Certainly any discipline
which sets out to provide solutions to organizational problems such
that the 'whole' organization improves should have some ideas about
conceptualizing, measuring, and bringing about improvements in organ-
izational effectiveness.

Much of what follows is based on Ackoff and Sasieni's (1968) Funda-
mentals of operations research. |In this text the authors state that
OR's method is to build formalized models of the systems with which
the decision makers are concerned. The models which have been
developed vary considerably in their mathematical complexity, but
they all start from virtually the same rather deceptively simple
beginning, to wit:

27.
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U= f(Xi,vj)

where U is the overall utility or value of the system's performance, Xi
are the variables that can be controlled, Yj are variables (and con-
stants) that are not controlled but do affect U, f is the relationship
between U and Xi and Yj.

OR does not have a model of the firm which allows it to optimize U in
the above equation. Instead the OR approach uses '". . . multiple
models, each representing a part of the system, [and these are] made
to interact with one another so as to obtain approximately optimal
solutions to planning problems (p. Lhk)."

This tactic of breaking down the overall problem of optimizing organiza-
tional effectiveness Into optimizing the performance of subsystems as'they
interact has led to the practical definition of several prototype prob-
lems, and Ackoff and Sasieni (1968) present a list. They cite these
eight:

1. Allocation. The problem of dividing up the available resources
among the jobs to be done. The usual objective is to allot an
insufficient amount of resources so that total costs are min-
imized or total return is maximized.

2. lInventory. The problem is to control the existing and usable,
but idle, resources. Again the objective is to control inven-
tory so that costs are minimized or profits are maximized.

3. Replacement. The problem is to make efficient decisions about
the replacement or maintenance of equipment used by the organ-
ization. There are three types of problems: replacement of
or maintenance of major capital equipment sometimes used
indefinitely but at a steadily increasing cost (with age);
replacing equipment in anticipation of complete failure;
selecting a preventative maintenance scheme designed to
reduce probability of failure.

L. Queuing. This '". . . problem consists of either scheduling
arrivals or providing facilities, or both, so as to minimize
the sum of the costs of waiting customers and idle facilities
(p. 249, italics theirs).'" Customers are not necessarily
people but can be letters requiring signatures, cars needing
gasoline, airplanes requiring passengers, etc.
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5. Sequencing and coordination. The first problem, sequencing,
consists of selecting an appropriate order to service waiting
customers (see 4 above for comments on customers), while the
second deals with the amount of effort put into the tasks of
a job or product that must be performed in a particular
sequence, as well as when these tasks should be scheduled.
The objective in coordinating is, of course, to optimize
the overall job or project performance. These problems are
also sometimes critical path problems. The program evalu-
ation and review technique (PERT) is an example of a specific
procedure for sequencing and coordinating.

6. Routing. This problem occurs when there is a network of some
kind, most usually in transportation and communication pro-
cesses. The problem consists of choosing a route between
two points in the network (from among several possible
routes) so that the least cost is incurred. Usually, because
of practical limitations, not all alternative routes can be
tried, so some other more efficient way of picking this route
must be found.

7. Competitive. These kinds of problems occur in situations where
relevant variables are controiled by others, whose concerns or
interests may conflict with your own. Although not identical
to competition, conflict problems also fall under this head-
ing. There are three main types of conflict: fights (elim-
inate the opponent), games (outwit the opponent), and debates
(convince the opponent). Competitive theory has concerned
itself mainly with the first two modes of conflict.

8. Search. All of the above problems assume that the relevant
information is already in hand or can be obtained. In search
problems, the information must be found. In such problems,
the actions to be taken are known if only the required in-
formation could be obtained. Some common search problems
are accounting audits, exploration for mineral deposits,
and information storage and retrieval.

Each of these areas has developed modeling techniques and solutions to
frequently occurring situations. As noted by Ackoff and Sasieni and
others (Caywood, 1970; Engel, 1969), this approach has a number of
shortcomings.
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Overall then, the OR approach is to study an organization (system),
break it down into subsystems, define models for those subsystems,
solve these models for optimal performance, and implement the indi-
cated procedures. Over the course of the years, recurring problems
have led to the definition of standard models as outlined above.

What we would like to do now is sample some specific OR contributions
that have special relevance for the conceptualization of organizational
effectiveness. This is not to say that the ''classic'® articles of
queuing, allocation, etc., are not pertinent to organizational effec-
tiveness. They are, but apply to subsystem optimization primarily.
(This will be discussed further in the summary remarks.)

Hayward (1968) has examined the concept of combat effectiveness; that
is, the organizational effectiveness of a military organization in a

combat situation. His article is primarily conceptual and deals with
the nature of such measurement, the qualities it should possess, and

how to go about quantifying such a measure. We would like to discuss
his argument since it is the only article that deals directly with an
effectiveness construct, and thus might serve as a standard.

According to Hayward, a satisfactory measure of combat effectiveness
should: (a) order military units in terms of combat effectiveness,
(b) have operational significance, (c) incorporate a definition of
effectiveness that is intuitively acceptable ‘to those using it. Thus,
""it should embody a concept that is in harmony with those called to
the mind of a military man by the term 'combat effectiveness.'!" To
Hayward, the definition of combat effectiveness as the probability of
success in combat operations meets these requirements.

Hayward denotes combat effectiveness (as defined above) as P(S), and
posits the equation:

P(s) = f(x,2)

where X represents friendly unit capabilities and Z represents the
factors of enemy, environment, and the combat mission. (Note the
similarity to Ackoff and Sasieni's general equation.) Average combat
effectiveness, however, would only be a function of X, friendly unit
capabilities. This is probably close to a concept called combat
readiness, since the exact enemy, environment, and mission for any
particular unit remains unknown for most occasions, and only its own
capabilities are known.

The composite set X is usually thought of as being made up of five
variables called combat functions: (1) intelligence, (2) firepower,
(3) command, control, and communications, (4) mobility, and (5) lo-
gistic support. Hayward views these as distinct sets of variables.
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Finally, Hayward considers the pros and cons of alternative methods of
measuring combat effectiveness. Analysis of performance:-under actual
combat conditions is the best way, but impractical. Historical combat
records could be analyzed, but are subject to the usual shortcomings
of archival data (selective deposit and survival, irrelevance for this
purpose, incomplete, etc.) as well as applying only to past combat
situations. Rejecting these two approaches, Hayward argues the pre-
diction of combat effectiveness using (a) presently existing data,

(b) theory, and (c) expert judgment constitute a more feasible and
practical approach.

There are three basic approaches to this prediction: (a) intuitive,
relying on military judgment alone; (b) war gaming, a more rigorous
application of military judgment in clearly specified situations,
usually by a simulation technique; and (c) a paper-and-pencil mixture
of empirical data, theoretical analysis, and military judgment aimed
at solving the equation outlined above. Hayward favors the last
approach.

Regarding the validity of the results of this approach, Hayward notes
that, in the absence of an actual combat situation performance check,
""the most that can be claimed for any proposed measure of combat
effectiveness is not that it is 'correct,' but that the arguments upon
which it is based are clear (i.e., capable of being analyzed and de-
bated in a meaningful way), logically consistent, and in general

accord with the judgments of military experts (p. 322)." His arguments
are well taken and we will have occasion to come back to them.

In much the same vein, but not in a military context, Ansoff and
Brandenburg (1971, 1971) present two papers outlining a rational
approach aimed at matching the design of an organization to its pur-
pose and situation. They present no empirical data on such matches.
Furthermore, their discussion is limited to profit-seeking organiza-
tions and utilizes a language familiar to the businessman. They do
not deal at all with the "informal'' organization, saying they '. :
shall assume that accommodations to personalities, styles, and limita-
tions in the skills of individuals are made through adjustments in the
basic form [of the organization]."

Given these limitations and adjustments the authors first present the
criteria an organizational design must meet, and then briefly review
some historical organizational forms in light of these criteria. Only
their criteria will be presented here.
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First, they present an ultimate criterion and three sub-ultimate
criteria, all stated in outcome terms. Maximizing return is the
ultimate criterion, while the three sub-ultimate criteria are:
(a) maximizing near-term performance, (b) achieving long-term
growth, and (c) protecting the firm against catastrophic risks.

They present no operational forms for the above since they believe
present knowledge does not permit measurement of such criteria.
Instead, process criteria must be used to evaluate an organization.
Their process criteria are what we have been referring to as sys-
temic or state variables. They group these criteria into four
categories.

Steady State Efficiency.

Measures of efficiency when the levels of throughput and the nature
of throughput remain stable over time.

Operating Responsiveness.

Measures of the abilities of an organization to make quick, efficient
changes in levels of throughput.

Strategic Responsiveness.

Measures of the firm's ability to respond to changes in the nature of
its throughput (such as caused by obsolescence, technological change,
etc.).

Structural Responsiveness.

Measures of the capabilities of an organization to change itself.

Within each of these categories they have 12-20 different measures,
stated in logical, not operational, terms (such as economics of
scale, synergy, logistic activities located where source resources
are available). '

The Ansoff and Brandenburg arguments represent some common themes
running through much of the OR type literature. In essence, these
are that the OR model realizes there are ultimate criteria of organ-
izational functioning but since they are so hard to conceptualize
and measure, the next best thing is to measure variables that repre-
sent the state of the system. Thus the model of organizational
effectiveness implicit in the OR approach seems to have both goal
oriented and systems oriented elements, although the nature of the
state or systems variables felt to be important are considerably
different than those posited by the behavioral science 0D orienta-
tion.
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Many OR theorists and researchers emphasize the role expert judgment
must play in defining and measuring organizational effectiveness. A
problem arises: should organizational decision makers focus on just
one of the system's criteria at a time, or should an attempt be made
to take all the criteria into account? This problem is especially
acute when a decision must be made about committing future resources.
Papers by Childs and Wolfe (1972), Geoffrion, Dyer, and Feinberg
(1972), Turban and Metersky (1971), Terry (1963), and Dean and Mishry
(1965) all address this problem in one form or other.

On the whole, their methods specify a procedure something like this:

a) identify appropriate sets of experts
b) use these experts to:

1. identify the multiple performance criteria

2. use some scaling procedure to weight this set of
criteria (again employing the expert's judgment)

3. apply a mathematical model to combine the components
of this set or vector of criteria to create a single
index

L. in the case where several alternative values are
assigned to the multiple criteria, as when evaluating
one weapon system against another (Albert, 1963),
select that vector which gives the maximum value when
the mathematical model is applied.

Most of the variation in such a procedure occurs in the selection of
a particular scaling technique and the particular mathematical model
used to combine the vector or evaluate alternative vectors of cri-
teria (Childs & Wolfe, 1972; Geoffrion et al., 1972; Terry, 1963).
Pacher (1968) presents a good conceptual descriptions of the three
major ways of evaluating alternative effectiveness vectors (pp. 238-
239). However, Eckenrode (1965) evaluated the efficiency of six
methods of collecting expert judgments on the relative value of a
set of criteria and concluded there were no significant differences
in the final criterion weights derived.

To give the flavor of the specific kinds of variables that have
tended to fall within the OR orientation, we offer the following
examples.

Kind (1965) applied a discriminant function technique to the problem
of personnel assignment in an organization. In King's technique the
hyperspace containing personnel measures is partitioned so that the
joint probability that each individual will be a success in the job
he is assigned is maximized. However, this job success is defined
only as a global, dichotomous measure; the value of success of any
job is assumed to be independent of the value of success on any other
job. Interval scales for all variables are also assumed and one may
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argue with the adequacy or validity of these methods or assumptions.
For instance, it is probably not realistic to believe that a global
dichotomous measure of job success is adequate for assigning personnel.

Swinth (1971) presents an organizational design for dealing with com-
plex and novel problems--such as creating new products. He presents
no empirical data but rather a normative model that he asserts will
meet this problem. It is essentially a set of organizational ''centers"
linked to solve a problem, each center performing certain functions
such as searching for goals, searching for solutions, etc. A kind of
Delphi technique is applied to the centers, and they iterate on a
problem until an overall solution is found. Swinth lists these sys-
temic characteristics as necessary for his design to work: Partici-
pants accept the overall goal, participants are capable in their own
areas of responsibility, and are able to communicate efficiently.

Reufli (1971) presents a mathematical model that represents the
attempt of one unit of a decentralized organization to alter its
goals in response to the behaviors of another unit. |If his model
adequately represented reality, it could perhaps be used to pre-
dict unit behavior in the future by the use of a simulation study.
However, no empirical data that evaluates the model's accuracy is
presented.

Ritti and Goldner (1969) discuss the problem of conflict in the
modern technological corporation. Their ideas are based on a six-

year study of a large American corporation (using interview and

survey techniques). Briefly, they present an alternative model to

the classic manager-professional conflict presented elsewhere. They
believe that conflict occurs between functional units that are usually
organized along technical (or professional) lines as a result of com-
petition over scarce organizational resources. Conflict is thus
between different coalitions that each contain both managers and pro-
fessionals, rather than between professionals and managers. (These
authors are social scientists, not typical OR types.)

Finally, Arrow (1964) discusses pricing systems as a means of achieving
managerial control in an organization, managerial control being the
systemic criterion variable of interest. For Arrow, control consists
of choosing operating rules and then finding ways of enforcing those
rules so that the organization's ''objective function' is maximized.

His solution, as already mentioned, is an intraorganizational price
system:

In the purest form, a price is attached to each com-
modity or service produced or consumed by any activity
in the organization; if the commodity is sold to, or
%/bught from, other firms, the transfer price has to
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be the same as the market price (with some modifications
in the case of imperfect competition). The operating
rule for the manager of each activity is then to maximize
its profit, as computed by valuing its inputs and out-
puts at the transfer prices (p. 404).

Arrow lists four difficulties in the application of this approach: the
choice of enforcement rules (really how to punish and reward managers
based on their profit measures), the complexity of operating rules (how
and at what level to set prices), limits on the theoretical validity of
the price system, and the presence of uncertainty (which leads to man-
agers adopting ''play it safe'' strategies and thus not "optimizing').

Summary.

In total, these studies present a mixed bag. However, perhaps the fol-
lowing can be offered as a summary.

Little empirical data is presented, where it is, it is usually an
illustration of some hypothesized mathematical model.

The construct of organizationl effectiveness usually is not directly
addressed. Rather it is finessed by using a mathematical model of
some sort to arbitrarily combine whatever multiple measures of
organizational performance are used.

No systematic programs of research for investigating organiza-
tional effectiveness appear. Rather, each new problem or organ-
ization encountered is treated anew, except that there appears
to be a reasonably common set of procedures for identifying
criteria and for determining the relative values for these cri-
teria.

Variables like morale, satisfaction, participatory decision making,
managerial skills, size, technology, climate, etc., are not
addressed. Instead, only those variables that appear to be

directly related to a readily measured outcome criteria and which.
can be manipulated by management are considered. Furthermore, there
appear to be no attempts under way to systematically identify just
what these variables might be. It may be that such information does
exist, perhaps in a kind of informal professional lore, but it does
not exist in the recent journal literature.

It was also evident from our review that the basic tactic of
optimizing subsystem performance with the belief this optimizes
overall system performance is not universally acknowledged valid
(Hatry, 1970). :
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OR methods, as outlined in their texts and journals, are aimed at
the control problem of organizations rather than the humanization
problems (Ackoff, 1973). That is, OR attempts to increase the
effectiveness with which organizations serve their own purposes
rather than the effectiveness with which they serve the purposes
of their parts (human beings). This is probably the reason that
morale, satisfaction, and the like seldom occur as important
variables and why Ansoff and Brandenburg (1971) assume away the
"informal'' organization when they are theorizing about organiza-
tional design. Bennis (1965), when comparing Organization
Development to OR, points to this as the crucial difference
between these two approaches. 0D concentrates on the ''people'
type variables and OR on the economic and engineering variables.
Both fields are right and both are wrong, if that kind of judg-
ment is necessary. Beer (1973), an 0D type, notes that both
realms of variables must be tapped if a truly system-wide inter-
vention is to be made in an organization. Indeed, Ackoff and
Sasieni devote an entire chapter to "Implementing and Controlling
the Solution' which largely addresses the problems encountered
when organizational personnel resist OR solutions.

. The general OR point of view is a decision-making, optimizing
one, and concerned almost totally with upper-management prob-
lems .

OR gives best results when it handles organizational problems
where (a) specific goals representing organizational or opera-
tional purposes can be formulated, (b) quantitative effective-~
ness measures which reflect the operational achievement of
these goals exist or can be constructed (Engel, 1969). OR
does not work well where the basic goals are not defined and
system operation is not understood (Caywood, 1970).

Please keep in mind that these points are not meant as direct criti-
cism of OR efforts. Rather, they are meant to show some of the
limitations of OR literature for illuminating organizational effec-
tiveness as a construct. In contrast, a major OR strength is the
ever present emphasis on using fairly rigorous techniques to iden-
tify and measure organizational performance measures for each organ-
ization encountered, primarily by applying psychological scaling
techniques to the judgments of organizational experts.

OR does present a unique combination of the goal and systems
approaches to organizational effectiveness. The typical OR approach
is to define the goals of an organization, then look at the system
set up to attain those goals to determine ways of improving its
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operation. This also points up another strength of OR already men-
tioned--the heavy involvement of organizational members (in the form
of expert judgments collected with fairly rigorous data collection
techniques) in the definition and measurement of organizational
objectives.

Finally, OR does have an extensive literature dealing with optimal
solution of specific problems encountered by organizations (the eight
prototype problems mentioned in the first section). This constitutes
an effective intervention technique, and anyone hoping to improve an
organization's performance would be well advised to take advantage of
these solutions.

Summary of Alternative Models of '"Effectiveness' Construct

It is probably not time well spent to make comparative statements about -
these various models as to which is better or worse for some purpose.
They really provide a means for looking at different parts of the effec-
tiveness construct and rather than choose among them a more viable
objective should be to put them together and use the complimentary in-
sights provided by each. Strangely enough it is the systems models

that make the clearest pronouncement as to the specific nature of an
effective organization. For example, if one were to focus exclusively
on the 0D model the paramount task would be to develop measures for
variables such as those listed by Beckhard (1969). On the other hand,
the goal models suggest that the first task of research might be to
develop methods for identifying an organization's task goals; and
secondly, to develop criterion measures of the degree to which the

goals are being achieved. We will have research to suggest along both
these lines.
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IV. DEPENDENT VARIABLES OF ORGANIZATIONAL EFFECTIVENESS

Introduction

This section attempts to identify and define the specific dependent
variables of organizational effectiveness that have been used, or sug-
gested for use, in empirical studies of organizational effectiveness
and to summarize the relationship of each dependent variable to other
variables (dependent or otherwise).

Readers will find named here almost every variable ever mentioned in
the literature of organizational behavior science. It was not the
intent to achieve an exhaustive review of each variable, but we did
attempt to exhaust the information on each variable relative to its
role as a dependent variable or organizational effectiveness. Simi-
larly, an attempt was made to look only at studies that were in some
way empirical, and that used organizations, or work groups, as their
primary unit of analysis.

As has been discussed above, the construct of organizational effective-
ness can be looked at from many points of view. Consequently, it
should come as no surprise that a comprehensive examination of research
and theory dealing with the measurement of organizational effectiveness
would produce a plethora of variables which are difficult to relate to
one another. Nevertheless we have tried to produce a catalogue of such
variables if for no other purpose than to have them all amassed in one
place. To do this we wrote the label and definition on a separate index
card each time anything vaguely resembling a measure of effectiveness
was actually used in a research study or suggested by someone as a
variable having potential as a measure of effectiveness. We then tried
to sort the cards into piles or clusters that were relatively homo-
geneous in terms of the definition of the variables. After several
sortings and resortings the list in Table 4 seemed to represent the
data best. On subsequent pages each of these variables is defined and
elaborated further, and illustrative references are discussed. At the
end of the discussion of each variable a chart is presented which sum-
marizes each study cited in terms of: (a) the sample used, (b) the
operational form(s) of the variable under consideration, (c) the vari-
ables it was related to, and (d) the nature of the relationship which -
was found. However, for some of the variables no empirical studies
were found and thus no summary charts appear. Once the complete cata-
logue is presented we will have some summary remarks to make about the
nature of the list.
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The variables in the review are arranged in no particular order except
that the ordering vaguely represents a number of continua. For example,
the variables progress, at least in part, from '""objective' to "'subjec-
tive'' measures. They also progress, in a sense, from the distal to the
proximate. This does not imply that those appearing early are better
measured than those appearing late or that they are any more or less
valuable.

We should add at this point that the variables discussed here were not
the only ones abstracted from the literature. For the complete list
of variables we attempted to achieve a division into at least a tri~-
chotomy consisting of independent variables (or inputs that could be
manipulated), dependent variables (or the outcomes that are of real
interest and that constitute some sort of payoff), and intervening
variables (or the ''given' characteristics of organizations that,
depending on the degree to which they are present, might make a dif~-
ference in the way a change in an independent variable affects a
dependent variable). It sounds simple; obviously, it's not. For
example, should organizational structure be taken as a ''given'' and
viewed as some kind of moderating variable, or is it something that
can be manipulated as an independent variable? |In organizations with
long traditions such as the Navy maybe it must be taken as a given,
but maybe not. |In general, there are serious and important questions
to be asked about which characteristics of organizations are manipula-
ble '"handles,'" which are the outcomes of real interest upon which the
organization's payoff is based, and which act as constraints on, or
modi fiers of, the intended effects of pulling the handles. We will
take up a discussion of the intervening and independent variables in
later sections.

Obviously, the items on the list also vary a great deal in terms of
the degree to which they have been operationalized, or have the poten-
tial for being operationalized. Not all of them have appeared in
empirical studies. Some exist only as suggestions.

TABLE 4
SUMMARY LISTING OF DEPENDENT VARIABLES GLEANED FROM A
SURVEY OF THE ORGANIZATIONAL EFFECTIVENESS LITERATURE

Overall Effectiveness
Productivity
Efficiency

Profit

Quality

Accidents
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TABLE 4 (Cont.)

Growth
Absenteeism
lurnover
Satisfaction
Motivation
Morale
“Control
Conflict/Cohesion
“Flexibility/Adaptation
Goal Consensus
Role and Norm Congruence
Managerial Task Skills
Managerial Interpersonal Skills
Information Management and Communication
Readiness
Utilization of Environment
Evaluations by External Entities
Stability
Internalization of Organizational Goals
Value of Human Resources

Overall Effectiveness

Overall effectiveness is intended to be a general evaluation that takes
in as many single criteria as possible and results in a general judg-
ment about the effectiveness of the organization, such that a set of
organizations could be rank ordered on a single continuum. Overall
effectiveness has been measured primarily by two methods. One is the
use of archival performance records, either singly or in some combined
form. The other is by overall ratings or judgments obtained from per-
sons thought to be knowledgeable about the organization.

Perhaps the major determinant of whether a measure is discussed in this
section is the intent of the investigator. For example, if a measure
of productivity or profit is intended as a measure of overall organiza-
tional effectiveness then it is included here.

Archival Performance Measures.

Lieberson and 0'Connor (1972) and Grusky (1963, 1964) and Eitzen and
Yetman (1972) used records that are obtainable without directly con-
sulting or entering the organization being measured. Lieberson and
0'Connor consulted Moody's Industrial Manual and Moody's Transportation

Manual to obtain sales, net earnings, and profit margins for 167
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companies across a twenty-year period (1946-1965). Grusky used the final
league standings of major league baseball teams as a measure of their
overall effectiveness, while Eitzen and Yetman used won-lost records

of college basketball teams. One potential advantage of using these
kinds of records is their relative freedom from bias compared to

records controlled and kept only by the individual organization.

Ivancevich and Donnelly (1970) used organization records as a mea-
sure of overall effectiveness. These included records of absence
(two types), turnover, market potential ratio, number and size of
orders, efficiency, direct selling costs, and route density factor.
Their sample consisted of 31 sales branches of a marketing organiza-
tion.

Bachman, Smith, and Slesinger (1966) used a standard score of dollar
productivity as a measure of effectiveness for 36 sales offices.

Smith and Ari (1963-1964), Indik, Georgopoulos, and Seashore (1961),
and Georgopoulos (1965) all used a measure of actual time to complete
a task or ''standard unit of work' compared to an "allowed' time to
complete the unit of work as a measure of effectiveness. (All these
studies used a sample of delivery organizations.) Work group members'
scores were averaged to obtain an organizational (or work group)
score.

Hall and Lawler (1970) used the sum of six ''objective' variables as

a measure of the effectiveness of 22 research and development organi-
zations. The six variables were: net change in research and develop-
ment budget in the last year, number of new outside contracts, number
of new internally funded contracts, percentage of projects meeting
their time schedule, number of contracts renewed, and percentage of
projects meeting the cost budget.

Ratings of Overall Effectiveness.

Several techniques of obtaining ratings have been used, but all require
the use of persons thoroughly familiar with an organization's per-
formance to do the ratings.

Nealey and Blood (1968) used a single superior's rating on a four=point
Likert scale as a measure of a work unit's effectiveness. Rowland and
Scott (1968) also used a single superior's rating, but on two, ten-point
Likert scales ("'amount of work done'' and ''quality of work done') as a
measure of a unit's overall effectiveness. (Presumably these ratings
were summed.)
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Hall and Lawler (1970) had the directors of research and development
organizations rate their own units on a six-point scale of ''global
technical performance.'' Mahoney and Weitzel (1969) used a single global
effectiveness rating by a person one level higher than the unit being
rated.

Tannenbaum (1961-1962), Indik, Georgopoulos, and Seashore (1961), and
Georgopoulos (1965) all used an average rating as an indicator of
organizational effectiveness. In these studies, a number of judges
rated each unit on a single Likert scale of overall effectiveness, and
their mean rating was taken as the unit's score.

Aram, Morgan, and Esbeck (1971) had three judges separately rate 16
research groups on ''overall performance outcomes'' using the paired
comparison method. They found high enough agreement to feel justified
in combining the judges' ratings. Zald (1967-1968) used a forced com-
parison ranking procedure on three dimensions (overall efficiency,
quality of programming, board of director's strength) to obtain organ-
izational effectiveness scores for 37 YMCA organizations. Their rank-
ings were made by two persons familiar with the organizations.

Finally, Bowers (1964) obtained a ranking of life insurance agencies in
terms of overall effectiveness. This ranking was done by ''company
officials."

Other Measures.

In a different vein, Friedlander (1966) obtained a factor he called
“"Group Effectiveness' from a factor analysis of 70 variables. These
variables were measured on five-point Likert type items and nine
semantic differential items and deal with various work group behaviors
(Friedlander's Group Behavior Inventory). This factor deals with small
work group behavior only, and its highest loading items were: ''the
group is an effective problem solving team''; and ''group meetings result
in creative solutions to problems."

Friedlander and Pickle (1968) attempted to obtain a measure of organ-
izational effectiveness by determining the extent to which the needs
of five societal ''components'' that transact with the organization were
being satisfied. The five components are: customer, supplier,
creditor, community, and government. All components were separately
measured with Likert-type questionnaire items or archival data such as
credit ratings, membership in local organizations, etc. Friedlander
and Pickle found that of the organizations they studied (97 firms, from
the retail, service, wholesale, manufacturing, and mineral extraction
areas) most were not very successful at concurrently fulfilling the
needs of these ''components.'' Also, the intercorrelations among the
""need fuifillment' scores for the five societal components were quite
Tow.
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Finally, Hall and Lawler (1970) summed objective performance scores,
global technical performance ratings (both described above), and a
global administrative performance score to obtain a composite perfor-
mance index.

Summary of Overall Effectiveness Measures.

Both organizational records and organizational personnel have been tapped
in the effort to get a measure of an organization's overall effective-
ness. Since there is no direct method of determining which procedure,
the use of archival records or subjective ratings is better, we might
hope for a construct validation approach in which: the reliability, con-
tent validity, dimensionality, etc., of the variables was extensively
examined. However, the amount of such ''criterion'' research that exists
is almost nil and the relevance of these measures is largely by assump-
tion. This is unfortunate since both procedures are potentially valu-
able and probably tap different sources of variance.

Given that both methods are useful, there is the problem of combining
them. First, there is the question of whether these diverse measures
should be combined at all, and if they should be, then there is a second
problem of how they should be combined. At present there appear to be
no easy answers. |In fact, if these questions could be definitely
answered, the problem of measuring organizational effectiveness would
largely be solved, and an adequate theory of organizational effective-
ness would likely be at hand. Mahoney and Weitzel's (1969) approach
(discussed in more detail in a later section) of combining variables
in a multiple regression formula to predict a global effectiveness
rating is the clearest attack on this problem in the psychological
literature. However, even here, only subjective rating measures were
‘combined, and many of these are not measures of effectiveness, but
rather of the predictors of effectiveness.

Summary of Relationship of Effectiveness to Other Variables.

The relationship of effectiveness to other variables is presented in the
index of the studies on overall effectiveness. However, the following
summary is offered. Measures of overall effectiveness have been found
to have no relationship to: team collaboration and consensus (Aram et
al., 1971), three facets of satisfaction (Bowers, 1964), coercive,
expert, and legitimate power bases (lvancevich & Donnelly, 1970;

Nealey & Blood, 1968), several measures of supervisor traits (considera-
tion, initiating structure, intelligence, esteem for subordinates, cog-
nitive complexity, and several '’needs') (Nealey & Blood, 1968; Rowland &
Scott, 1968).

Measures of effectiveness have been found positively related to: total
organizational control or influence (Bachman et al., 1971; Bowers, 1964;
Smith & Ari, 1963-1964; Tannenbaum, 1961-1962), all five sources of
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supervisory power (Bachman et al., 1971), some sources of supervisory
power (lvancevich & Donnelly, 1970), satisfaction with superiors,
managers, and peers (Bachman et al., 1971; Bowers, 1964), a statistical
factor tapping ''Business Volume'' (Bowers, 1964), participation in
organizational training laboratories (Friedlander, 1967), consistency,
congruence, and consensus of group norms (Georgopoulos, 1965; Smith &
Ari, 1963-1964), the quality of superior-subordinate relationships
(Indik et al., 1961), organizational competence, reality-testing,
adaptability, integration, and identity (Olmstead, 1972), degree of
"upward influence' of the supervisor (Rowland & Scott, 1968), morale
(Smith & Ari, 1963-1964), organization size and degree of democratic
supervision (Tannenbaum, 1961-1962).

Measures of effectiveness have been found negatively related to: a
statistical factor tapping '"Business Costs'' (Bowers, 1964), occupa-
tional, educational, and hierarchical level of work group members and
group size (Friedlander, 1966), and rate of succession of managers
(Grusky, 1963-1964; Eitzen & Yetman, 1972).

Finally, Mahoney and Weitzel used a multiple regression equation with

2L factors based on questionnaire items to obtain an R of .76 with
overall effectiveness (across 283 organizational subunits). In addi-
tion, Hall and Lawler (1970), investigating 22 research and development
units, found several significant correlations between a number of inter-
viewing variables (need satisfaction, quality pressure, time pressure,
financial responsibility pressure, and job involvement) and effective-
ness. They also found a significant correlation between an independent
variable (direct customer responsibility) and effectiveness.




hs.

*sdn0Jb 1103442 Ss3| SE SAA[asWAYL

MES $[aA3] [2UO011edNI20 13yYBIY §O siaquiaw

paieanpa Alybiy yiim uoneziuebio ayl ul
‘yb1y ‘sdnosb abie| snyy °13A3| BOIYDIRIAIY
pue azis dnosb Yiim pue ‘|aAd| jeuoiieanpa

pue |eu0nednd20 YiIm paie[aliod Ajaanebapy

*Alqesoaey ssa| sBuilaaw
,5dno4b 113yl palen|eaa sjenpiaipul paAold
-lW3a pue palednpa 13113q ylim sdnoib sabue|

snyy "azis dnoub pue ‘|aA3| [BUOI1BINPa ‘|aA3|

{eu011EdNd20 1M pate|a1Ic Ajaniiefay

*Ajlued

-i41ub1s 812131100 JOU PIp S13084 UOIIOBYSIIES
aaJyl Jaylo ey ‘(G0>d *dsal ‘18" 'EG’)
$S9UBAI1034}3 Ylim Ajaantsod Apuediyiubis

paie(21109 siuabe mo||a) pue sabeuew jeuoibas

YA UOIIDBYSIIES "SSBUDAIND}A Ylim ale(al
-109 Aluediyiubis 10U pIp s10198y [BD1151381S
13410 ([ °,,2WN|OA SSaUISNg,, YlIM £G°
pue , 51503 SsauIsnNg,, YIm p'- Pale(alicd
$S3UAAII0944T "(100"™>d ‘6G°) SSaUIAIIDBYD

Ylim pale|aii0d Ajjueayyiubis sem sjaaa| [euon

-ezjueb10 { ay) §O aUO 1 |0JIU0Y “salouabe

padues 0z wWOl0q 3yl ueyy saiouabe paues

0Z 901 ay3 ui 4aybiy sem ,,|01IL0D €304,

abues gp-6¢* ayl
Ul UOIIB(2.1I0D JO $jaAaT “1aybiy 10 jang|
GO e 1uediy1ubis sUONER(31I0D [|8 ISOoW|Yy

*PuUNOj SUOI1E[31103 Juedlyiubis o

*|13A3| |e2iydsesaly dnoib
pue ‘dnoub §o azis pue
/[3A3| |eUO1lRINEGA pue

Jeuonnednaao ‘ainual ‘abe

:sa|qelsea diydesbowap ¢

Yl1m Pale|allod s3I0

10)08) UBaW dnoug

*[aA3| [e21yaseIaly dnoJb
pue ‘dnoub o azis pue
{|9A3]| [euOilEINpPA pue

|euo11edna20 ‘ainual ‘abe

:sa|qeoa orydesSowap ¢

Y1Im Paie|a1i00 s3100s

Jo12ej uratl UnoI9

‘uoneziuebio ayl jo
S|2A3| { 1B [0JIUOD pue
‘,,1011U02 (€101, ‘uolloe}
-s1es luabe Jo syaoey §
‘aauewopad Asuabe jo
$10108) [BOI1S11B1S UAAIG

*Jabeuew

ad)440 {)im uo1loey
-s11es pue ‘saseq Jamod
‘,,1011U0Y,, JO sansea

*suots

-uawip alesedas € °,,sNs
:Uasuod,, pue ,,uoI1LI0
-qe||09,, weal 40 sains

-eaw |1puad pue Jaded

“{(syiuow xis) ‘0g° = 1 153134

153} ‘06°=0Z-YM "A40ayl pue ‘s1aquisw
u0leZjuetiIO YIIM SMmaIAI3)U| SNOJAaLd

40 si1seq ay) U0 pasiAap sem alleuuolisanb
ayj -saueiwojiad sdnoib e jo uon
-en|ead yiim Suijeap ‘swall aireuuonsanb
Suipeo) Ajybiy autu Ag pauyap ,,ssau
-9A1129}4 3 dnoIY),, paweu 101oe) eSS

‘(sqluow g} ‘p9° = J

153131 1531 ‘6@ =0Z-YN ‘asuss , buijaay,,
‘pazijessuad & uy sbunasw dnosb jo
uonen(eAd yiim Suijeap ‘swail jenualajyip
J3UBWIRS X|S AQ pauljap J03e; [ednisHeIg

‘@uewloyiad (€101 4O
sIseq Uo 5219140 Auedwod Aq Supjuey

*$|aA3| 3dualiadxa
3]qesedWwod Yiim sad1j0 10§ ‘331340 3yl 404
A1A1IINPOId 18||OP JO 531095 PiepuRlg

*aJuBWIOIad ([B43A0 UO
sdnoub di0m g| ay1 a1es 01 anbiuyoal
uostiedwod paJied pasn sliadxa aauyy

*sdnosb

L °$19A3) [BI1yDIRIBYY

€ wouy ‘uoneziuebio uaw
-do|3Aap pue youeasas Juaw
-us3A06 e JO siaquaw |§

*sdnoub

Tl s|ar9| [ed1ydIRIalY

€ wouj ‘uonezjuebio Juaw
-dojasap pue ydleasal Jusw
U906 e jO ssequsw | g

“sapuabe aosueunsut 341 O

‘8l =300 ut
N Ueaw ‘sadiy}o sajes gg

*sgnosb

NI0M G| ‘JainideynueWw
13qQnJ e 10y sue2|ULDal qe|
pue ‘ssaauibua ‘sisilualng

(9961) 1apuejpaliy4

(9961) sepue|paliy

(¥961) s1amog

(9961) 136uisalg
R qiws ‘uewyoeg

(1L61)
#2aqs3 1 uebiopw ‘wery

puno4 diysuone|ay

o] paejay

w04 |euonesadQ

a|duwieg

32in0g

$S3U2AI10044 ] [[BI3AD




'Su0Ne (31102 1uedliubls ays 40 1sow

104 1uNOd3e - aunssaid jeidueusy pue Alljend
pue ‘Junodoe youeasas 1abpnqg Juapuadapul
‘Al iqisuodsas Jawoisns 123.1p ‘abuajjeyd
qor ‘(0L>d ‘£G'=4 ‘bunes ssuewsoysad
18qo1b yum Alj1qisuodsas 13w03snd 123.41p)
u0i1R(3J102 $53UdAIIT3Y}3-Juapuadapul Jued
-§41uBis aUD PuUNOJ S3INSBIL SSAUIAINDBYS
-6uluaniaiu) pue ‘Buiuaaialul-luapuadapul
U33aMI3Qq SUOIIB[III0D JuedI}iubIS [BJaAIS

's3INsesw

3A11BWIOU PUEB $S9UIAIIDYHD LI
abues $9° 02 GZ' ayy Ut asam (s,1yd pur
SUO(1213J102) UOIIBIDOSSE O SIINSBAY

"dsas '85-1661

pue | p-1Z61 spowsad 104 *(100>d) 09

pue (Z0>d) 0"~ 313M SPI0I3I 150|-UOM
weal pue uoIsS3IINS ;O ). JO SUOIIR[III0D

*,,593A01dwa,, pue ,,s13umo,,
pue ,,s1uauoduiog,, JO SPaau SNOLIBA 3y}
JO JuBW|I}{Ny UBIMIAG SUONIRIDOSSE JueD

-1i31ub1s M3y Pajeanal sISAjeue [RUONR(3140D)

'$31025 [eniul Jaybiy
pey sdnoub [0J13u03 32uls JualapyIp Ajued
-141ubls 30U aiam $3102$ |eu'; Ing ‘uieb asow

paroys sdncib paleas) ‘31035 101084 3YY UO

$3100s (ubissp 131)e-310423) uieb uo sdnoub
1041u02 g 0} sdno.b | palealy,, p paiedwo)

A

“Aupqi

-suodsal JaWwoIsnd 12311p
1unodoe 13bpnq ‘yosieasas
1uaptiadapu) ‘abuajjeyd
qof ‘s19aloJd jo abues
!s3|qewea Juapuadapu
se pazisalpodAy p pue
udwWaA|oau| ol ‘aunssasd
Aiqisucdsas [21oueuty
‘ainssaid awn ‘aunssaxd
Anenb ‘uonlaeysnes
pasu ‘sajqetses butuaa
-Jajul se pazisayodAy

G ‘S3INSE3W [BIIAIG

,050LANIIIE JEQUILLS 3A1LR
-uiouy,, SB [|am Se ‘awes
JO SNSUASUOI pue ‘3Iu3
-nJBuod ‘AduRlsisuod ayy
swiiou dnoub JO sainsealy

‘sisbeuew
40 U0I55303his 4O aleYy

‘Spaau
aahojdwa,, pue ,,Jaumo,,
$0 u3W(14(ny BYL

'SU0ISSas Asojeioqe|
Buiures) jeuoneziuebso
ul (30u J0) uonedidnied

‘93uewWI0}13d AN RIASIUIWPE O

Bunes |eqoib e sn|d sainseaw oMl aroge
3yl Bursn xapui alisodw ol e pamaual
$192J3U03 JO JaqUINU ‘S3|NP3YIS 3wl pue
1502 Builaaw s103loud jo 1uddiad ‘syoen
-u03 3PISING pue apisul mau ‘13bpng gBY
ul abueyo - sajqelsea x1s Buimo|(0) ayl 40
wns ay) - bunes asuewsoysad ,,3A11021q0,,
ue ‘11un 1.yl 0 10123J1p 3yl Aq 1lun yaea
40 Builes asuewsopad [e21Uyd3L 20 (6

‘safinn]

|213A3s AQ suonels ayl 03 uaalb sbunies
aosueunsoglad ([e1an0 abesaae ‘(piepuels e
03 paJedwos %iom a13|dwos 01 2w Jo
s11un) eiep A3Ananpoud 1ax520m afesany

'uosess 4o pua 1e buipuels weay

‘96"
Pue ‘zg’ ‘£’ 'SO’ ‘00" 9J9M SaINsSeau Al
3yl 104 S1U3INI L300 ALljiqel|as Adua)sISuod
|euJalu] ‘Blep |BAIYDIR pUB S3JleUUOIISaND
Agq umoys se ‘paj|i4|n} 1O PalysiIes

a1am uonezjuebio ue yim Sundesaiul
,,51U3UOdWOD,, G YIIYM 01 1UaIX3 3Y)

(sqpuows x1s) ‘0L = 1153134

1531 ‘06°'=0Z-Y> "A103yl pue ‘s4aquaw
uoneziuebio Yyum smaiasalui snojaaad

JO SISeq ayl uo PasIA3P Sem alleuuollsanb
ayy -aduewuoysad gdnosb e jo uon
-en(eAa yum Buijeap ‘swali aseuuonsanb
Buipeoj Ajybiy auju Aq paugap ,,ssau
-8A1109449 dnoug),, paweu J01de) [RIIISNRIS

*yoJeasal [eIudW
-dojanap pue paldde ul
pabebua syiun gy ZZ ut
$13Y21e3s31 pue 51019311

‘uoneziuebio
Alaniap asipuetpiaw
1833 @ JO suonels zg

‘8G-1661 pue L H-1261
sporiad 10} swiedl |jeqaseq
anbea| Jolew JO spioday

'sadAl 3sJ9AIp JO S3sSSAUISNG
|{BWS £ UO SPJO23I [BAIYDIL
PuB $3J1BULONSIND

‘sdnoub

Z1 °S[aA3| [edryauesdly

€ wouy ‘uoneziuebio Jusw
-dojanap pue ydseasas Juaw
-usanch e Jo siaquaw |6

(0£61) 131meT g (eH

{5961) snojodobioany

(r961-€961) Aysnug

(8961)
apjaid 13 19pue(PaLIy

{£961) 1apue|psiiy

punog diysuonejay

0] paiejey

wio4 Jeuoniessd(

sjdweg

321N0g

46,

(*1U02) $53UBAIIDB4T [BIGAQ




47.

‘paiejass0o Apuesijiubis sajqelsea

13410 3y} 4O BUON “1]UN Y3 JO SaINseaw
20ULWI0419d INOY |]€ YIIM PAIR|III0D $I0SIA
-1adns |2A3] PUO3S 10§ $3102$ Dd aUL

‘UdA3S JO JasqQns
® 10} "=} 'SUOISUBLIIP T || 10} 9L'=Y

‘sajqelsea uonisod

Auedwod pue adAl Ansnput 01 pasedwod
SJUNOWE |jewsS 3Jam asay| ‘saoueller
uibsew 31301d %41 pue ‘sBuluses tau

9%/ ‘$3|BS JO 99 10} payunodoe diyssaped

(29uanjui |eluawWaIdu) pue ouasqe
pasnoxa) -ZE - sem 1 15aubiy ay) “19AMOH
*g ,,30U3N|JU [EIUBWBIOLY,, pue ‘G U
' 1otno ‘gg 3o eouvdijiubis Buniear pop

-B]94402 3UO peyY Jamod pierady ‘saunseaw
$SauaANaya 1yb1a ayYl Jo Aue Ylim pale|alsod

10U Jamod Alewr)Ba) pue aA1r100)

'sisAjeue 40 sjaAa| dnoub-eaiu) pue [enpiapul
12 punoy s1Nsals Buliayg “sisAjeue Jo |aAd)
dnoub ayl e sainseaw ajeuipioqns-Joriadns

3yl 0} Pa12|a109 AjaA1lIsOod 31am $31008

ALiA119Npoad pue $s3UaAII3342 3yl ‘jesauab u)

*somod ayewnibay

pue wadxa pue ‘sajeu
-1pIoqns aleipaww) 10}
waalsa ‘P 21|43pUoM
‘ouaiadxa sieah ‘DAGT
‘9d1 "ss0s1as8dns un
JO SaINseaw SNOLIEA

*(ajqeea yuspuadap
3yl sem 11) uonenba
uo|ssaibau asimdars e
uj sJ0108} |E21ISNEIS Y7

*Ansnpul ay)

uiym Auedwod jo
uonisod ‘adAy Ansnput
‘(pseoq JO uewiieyd Jo
Auedwod Jo Juapisaid)
sabueyo diysiapean

*,,33uanyut
jeruawaiduy,, sty snid
{arewnba) ;g aa11200
‘premal ‘Y1adxa “Jualse
-jp1y taann samodd aalg sy
}0 Junowe $,1apeal J1ayy
jo uondasiad s,dnosb e
Suidde) asieuuonsanp

‘suonesado

13A0 ddUBNJJUI pue
‘SuipueisIapun jeninw
‘u01IIRSIIES ‘UOIIeD!
junwwod jo sdiusuonejas
a1euipiogns-so1sadns
6uiddoy sajqensea 1ybig

-gouew.oylad |eqolb pue suonejas
uewny ‘spasu sjuaned Jo abpamou
‘aied Juanied Jo s3jeas uo ‘Josjasadns

alelpaww $,11Un 3yl AQ 3JuewIo}
-12d s1jun ayy jo sbunes wex1 Jno4

*gjeos 1@y wuiod-g ‘iopadns
s,J0s1A12dns lungns ays Aq 1unqgns syl
JO SSUBANIDBYE |[eJaA0 Yl jO Bunes v

‘sjenuew oM ayl uj
palsy| se satuedwod ayy 4oy suibiew
1j04d pue ‘sButusea Jau ‘sajes ay |

*asleuuoisanb
edouanpui diyssapea) e Jo uonensiutWpe
Buimojio} pue 01 Jo1id porsad Haam-pZ 8

13A0 UBE] ‘$10108y 13%Jew pue ‘s1apJo
‘A2uaI01y) 3 pue $3s00 ‘13A0U4N) ‘aoudsqe
Bulinseaw — sainseaw jeaiydase yybry

*sabpni

|e4aa3s AQ suonels ays ol uaaib sbunes
2ouewoysad jjesaao abesaae ‘(piepuers

e 0} pasedwod xJom 213|dwod 0} dwil JO
siun) eyep A)anonpoud 1axiom abelaay

(s10S1A

=120NS |3A3] PUOI3S g
‘s10s1As8dNs aleipawiwi
ZZ) Iedsoy e v syun
H13y3 pue $1051A190NG

‘suonez
-tueBio 4o spupy Jo Alaliea

e WOy} SuNQns |euon
-eziuefi10 £8Z 0 s1aquiB|\

'G9-9¢61
pouad ayl 1aA0 jenuey

[ioneysodsuel} s,Apooy pue

|Enuejy jeisnpu) s,Apooy
u1 pais)| sajuedwod £91

*(s1enplalpul H6E =N)
‘uonezjuebio bunassew
® JO sayduelq sajes | g

-uonez|uebio
asipueydiaw AsdAlep
|1e3aJ B JO suoners £z

(8961) pooig 1 AsjeaN

{6961)
19z313p 13 Asuoyeny

. (zL61)
louuon, 1§ uosiaqen

{oL61)
Ajjauuog @ Ydlaaduea)

(t961) aioysesg
g ‘sojnodobioagy ‘yipu|

punod diysuonejay

o) paiejay

w04 [euonessdQ

ajdweg

32inog

("1u0) $53U3AINDB}}T |18IBAQ




*$S3UBAID3}49

Yiim *A3A1123053] *|0J1UOD D11BIO0WIP
pue [0JIU0D (2101 10} ‘| £’ PUB BT 313M
*(SS3UBAINDBYJ3 YIIM GG' PB1R[2JI0D 1) DUIS
‘INo pajerlued azis) suOIIR|3II0D [B1LIEY

‘(P paiejaliod

AlIAllONpOoId pue ajeiopy) ‘sainseaw jfe

01 pa1e|all0d AjaAnnisod Ajtuedijiubis sem
alelopy ‘(1uediyiubis 10u) uoisiAzadns D11eID
-OWsp 1Nq 3|qeliea A1aaa Ylim Pale}asiod
Ajaaniisod Apuesiyiubis sem Aliananpouyd

‘(10%d ‘Auljenp Yim Op°) uvoissasSby

Sdd3 1d30X3 sa.nseaw ssausAIND3}Jd

ayl yim Ajuesiyiubis pale|aslod sainseaw
Jayio o “(s0sta13dns s,dnoub ayl J3A0 sio0l
-130ns 33441 3y1) uosiad awes ayy Aq sbunes
118 948 353yl 1eY] 310U ‘JIIAIMOH ‘Z6' O
99°'=§,4 Jo 3bued ‘(| 0>d) ‘saNseaW SSaUBAl
-109}33 OM3 341 YlIM Palelalios Apaantisod
Ajybry |1 a;om souasnjjul piemdn Jo s3jeas
UJA3S 3Y] ‘Palnduiod 319Mm SUOIIR[3II0D)

‘89 sem (s1uauodwod Jnoj
8yl 40 311s0dwod e } 32uaadWOoY pue ssau
-9A1109}43 UIIMIA] UOIIR|3JI0T) *(Al1IU3PI)

8¢’ pue ‘(uonesbaiu) zz' (Aujiqe
-1depe) g¢° ‘(Bunsal Alljeas) gg° :asam
$94005 JudU0dWod 3Us1adwWw ol 3yl pue
$3J00S SS3UAIIDBSJI UBIMIBQ SUOILR|3IIOD)

‘(,.ydeJb jonuo0o,,

ay1 sasn) |0JUOD JO
WwJoj 511e420WaIP O 3316
-3p pue |011U0D [R10]

‘sJaquuiaw

UOI1B1S JO SNSUBSULOD |eu
-ipninie pue ‘uolsiatadns
onesoowsp o 9316

-8p ’|011uU02 JO JUnowe
12101 J0 salnsesy

“(8Inpayss

a3U919}31d [BUOSIY
splemp3) spasu |eJanss
pue ‘(1sa) Aljiqeidepy
anpang) aduabijjaiul
‘(31eOg iy Ys|ap Ul
-1eg ) 153} Asoliaday
1on41su0) 5|0y} Ayxad
Wod 3A111L60Y 0 sauns
eaw’, aduantjul piemdn,,
}0 $3|BIS UIA3S UO SJO|
-13dns Aqg siostasadns jo
sbunes (uonesapisuod)
$31005 DO J0s1Al8dng

. 'suon

-eo1uNWWo? ;sdnosb
ayl Jo sisAjeue wouy
PIALISP 313M sainseaw
IV "10M5,Ui8Yos
pue  s1uUag WOJ) PIALIDP
Al1uap| pue ‘uoneibaiuj
‘Bunsal-Aujeay ‘Aljiqe
-ldepy -~ 3dualadwo)
leuoneziuebig jo s1uau
-0dWwo0d 1N0} JO SAINSBIN

‘pasn bunes abesaay °(ajeods wutod
G} Hun 3yl yum seijiwey sabpnf gz Aq
1|un yoes jo Builes $S3UaAIIYA [BIIAD

‘(wayl sareuuonsanb suo) $3100s
,.9eIopy,, Jaquisw uonels ‘(saloos
Alananpoud [enpiaipul jo abelaae)
uounels e 10j A1iA1noNpoud sbesany

3U0p HJom jo Auljenb pue

3UOP %J0M JO JunOowWwe — seds 1utod Q|
oml uo ‘1osiasadns s,dnoib ayl aaoqe
$Jouadns 331yl Aq paies asam sdnoib Niop

*, JUAWILSI|JWOD9. UOISSIW JO JU3IX3,, UO
sdnoub ay1 aren|eas ol e1aliud paysiiqelss
-94d pasn s130130 apedb pjaiy padusadxy

*S1IUN SI910A S,UILLOM

jo enieay QOOL 40 ¥OL
40 3jdwies wopues payens

*ajdwes ayl

pasiudw o saaAojdwa 0ozt
JO 2101 e ylim suonels
alesedas Zg ‘siosiA1adng
pue siaAlp ‘uonezivebio
Asan|ap apimuolien

‘10dap uoniunwwe

|eaeu e jo sjuawiiedap

OMY Ul S3leUIPIOgNS £/9
pue s10s1A13d0s 3ul| 1541} 8G

*suoliesado

IsUdaP Jeusalul Uy

. pabebua siapuewwod
Auedwod Jo uoil enwis
Buoy snoy 14518 ue uy
pawJopad s1ad130 Aselrfiw
wuucu:waxu Z1 josdnoib gy

(Z961-1961} wneqauue}

(¥961) 1V B WS

(8961} Wodg R pueimoy

(ZL61) peatswip

puno4 diysuoulejay

o1 paiejey

wJo4 jeuonesadp

ajdweg

324008

L8

{"1U03) $SBUIAIDAYT ||BIBAD




4.

. *sbuizes

ayl yum Ajdanebau paie|as10o siaquisw
$1019341p JO pieoq juawabeusw-3|ppiw
30 abeluaniag 'ssauanaildayya Jo sbunel
331yl ayl YiIm Ajaanisod paie|alioo

i{e Jun ayl 4o sasuadxa pue ‘ease 3yl vl
paio|dwa a|doad j0 Jaqunu ‘sJ0123J1p JO
pJeoq uo s13pea| ssauisng Jo abejuadiayg

‘sajqelzea
BENEVLEIIE]

3yl 0} paie|as aJam
ease o1ydesBb0ab ayy
01 Jeijnoad sajqeliea
ojydesBowap jesanag

‘3inpadoud Bupyues uosisedwod

padioy paspy ,,Hi16uails s1012341p

JO pieoq,, pue ‘, bujwweiboid Jo
Alljenb,, *, Adcaioiyya |jesan0,, — saseyd
93441 L0 ||am SUOIRIAO JIALYY Mauy
oym suosiad om} AQ pajes asam siun

-obeayy) velrjodonaw
UL YOWA e ulsitun /g

(8961-L961) PIEZ

punod4 diysuonejay

0| paiejay

wio4 JeuonesadQ

ajduieg

32unog

(73U02) $52UBAILIBYT ||BIBAQ




T EESLIIIS — -

50.

Productivity

Productivity has been measured at three levels: individual, group,

and total organization and is usually defined as the quantity or
volume of the major product or service that the organization provides
and is generally measured by using organization records of some sort.
Ratings are also employed, and in at least one case, observation of
ongoing work was used to obtain a measure of production. Some examples
of each of these are as follows.

Organization Records (Archives).

Parker (1963, 1965) and Katzell, Barrett, and Parker (1961) conducted
their research in pharmaceutical warehouses and used units per man-

hour (units being items processed in filling orders) for a productivity
measure. This figure was computed for an entire warehouse and thus is

a measure of a total organization's productivity. Lodahl and Porter
(1961) and Rosen (1970) computed work group productivity measures from
organization records. The former authors used the monthly percentage

of time standards achieved by each work group (their sample consisted

of maintenance shop work groups for an airline), standardized for work
centers within the shop. Rosen, studying workers in a furniture fac-
tory, used mean quantities produced for a work group productivity mea-
sure. Kavcic, Rus, and Tannenbaum (1971) used net productivity per
worker, average wages per worker, and ratio of organization income to
costs (all in dollars) as measures of productivity. Their sample was
taken from four manufacturing plants in Yugoslavia. Finally, Marcus
(1971), studying welfare case workers, used the proportion of visits
made by individual case workers to clients' homes as a measure of
productivity.

Whitely and Frost (1961), though not constructing any measures of their
own, mentioned the following as measures that have been used to indi-
cate the productivity of individual researchers or groups of researchers
(in form of sums or means): number of papers published, number of books
authored, awards received, positions held in scientific bodies, and
editorships held. Box and Cotgrove (1968) employed addresses to scien-
tific societies and patents as measures of researcher production, besides
published papers. )

The Michigan researchers (Bowers, 1964; Seashore & Yuchtman, 1967) de-
rived statistical factors based on organization records that purportedly
measure productivity. Both studies utilized analysis of 70 or more
variables from records obtained from a large number of insurance agen-
cies. Three different factors that seemed to tap productivity were




found: ''‘Business Volume,' defined by policies in force, new sales,
renewal premiums, lives insured, and manpower; ''Member Productivity,"
defined primarily by one variable, new business per agent; and ''New
Member Productivity,'" defined by production per new agent and ratio
of new to old agents. This study will be discussed in some detail in
a later section.

Ratings.

Several studies illustrate the use of subjective measures of produc-
tion. Box and Cotgrove (1968) asked scientists to rate 'how normal
they regarded their research performance in comparison to other sci-
entists engaged in similar work." Somewhat similarly, Meltzer and
Salter (1962) asked physiologists to report how many papers they had
published in the previous three years. This is highly similar to
archival records and should, of course, be identical to such measures
(mentioned above), if the physiologists reported accurately.

Student (1968) and Kavcic, Rus, and Tannenbaum (1971) used ratings by
others, not self-ratings, as productivity measures. Student had man-
agers of appliance manufacturing plant work groups rate the groups on
the extent to which the work group stayed ahead of or on schedule,
and/or required additional help to stay on schedule. Kavcic et al.
had 17 "experts'' rank order four Yugoslavian industrial plants in-
terms of their productivity (no definition given to the experts,

just the term itself).

Mahoney and Weitzel (1969) had managers at least one step higher than
the immediate supervisor of a work group or organizational unit rate
the unit on a number of effectiveness indicators. Factor analyses of
data obtained from 283 organizational units suggested the existence
of a productivity factor. This study will also be discussed in some
detail in a later section.

Observation.

Beek (196L4) used several observational measures, all converging on
percentage of a work cycle (an assembly line was being observed) that
was idle or wait time. This is an inverse measure of productivity,

of course.

Relationship to Other Variables. The relationship of productivity,

however it has been measured, to other variables is generally unclear.

Several studies that operationalized productivity and then related it
to some other variable are summarized in the index. There appears to
be no simple summary of these studies.

51.
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Attitudinal variables tapped by perceptual measures sometimes appear
to have little relationship to productivity or to be complexly related
(Bowers, 1964; Box & Cotgrove, 1968; Lodahl & Porter, 1961; Student,
1968). However, Katzell, Barrett, and Parker (1961) found satisfac~
tion positively correlated with productivity, and Marcus (1962) found
work group cohesion and perceptions of supervisor orientation related
to productivity. Kavcic et al. (1971) found several attitudinal vari-
ables related to productivity but their N was very low and their re-
sults are at best suggestive. Finally, Parker (1963) found significant
correlations between productivity and attitudes about recognition and
performance instrumentality.

Meltzer and Salter (1962) found no relationship between productivity
and organization size while Parker (1963) found a negative relation-
ship.

Katzell et al. (1961) found productivity positively related to profit
and an efficiency measure (product-value productivity), and Meltzer
and Salter found a positive relationship between the funds available
to an organization and its productivity.

Seashore and Yuchtman (1967) examined the stability of the scores on
their productivity factors over a ten-year period, with mixed results,

one factor being unstable, another moderately so, and the third highly
stable.

Summary .

Productivity has been measured in many ways and its relationships with
several types of other variables have been examined. However, due to
the uniqueness of its measurement generalizations are difficult to come
by.
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Efficiency

Efficiency is usually thought of in terms of a ratio that reflects a
comparison of some aspect of unit performance to the costs incurred
for that performance. There have been relatively few attempts to
operationalize this concept, and all but one of these is a measure
taken directly from organization records or a factor derived from
such records.

Seashore and Yuchtman (1967) and Bowers (1964) used factor analytic
techniques to derive factors that reflect costs and/or efficiency.
Seashore and Yuchtman's factors were called ''Maintenance Cost,"
defined by the variables of cost per collection, and cost per $100 of
premium; and ''"Production Cost,' defined as cost per sale, cost per
$1000 (of insurance face value, | assume), and cost per-$100 premium.
Bowers' factor was named ''Business Costs'' and was defined by the var-
lables of business unit costs and renewal business costs.

Katzell, Barrett, and -Parker (1961) operationalized a variable they
called ''‘product-value productivity' by computing the sales dollar
value per man hour of production. This figure was an aggregation
over individuals and was intended to reflect the efficiency of an
entire pharmaceutical warehouse.

Student (1968) broke costs into four categories and then had managers
rate work groups on these four categories. The cost categories were:
Indirect--amount of labor used by a work group in production; mainten-
ance--amounts used for maintenance; supply--allowance for supplies;
and scrap--amounts for scrap and rework.

Many authors attempt to define efficiency and suggest ways for measur-
ing it (Davis & Valfer, 1966; Henderson & Dearden, 1966; Katz & Kahn,
1971; Kuin, 1968; Goodman, 1970; Likert, 1967; Likert & Bowers, 1969;
McCleod, 1971; Thompson, 1967; Whitely & Frost, 1971), but few have
actually attempted such measurement. Some of these suggested methods
are waste and scrap figures, down time, performance against a schedule,
transfer pricing, marginal costs, schedule overruns, and labor produc-
tivity. Most of them are archival in nature as were the operational-
ized versions actually used in the priviously mentioned research studies.

Relationship to Other Variables.

Efficiency has been found to be negatively correlated with the following
variables: total control in an organization, amount of control at
specific hierarchical levels, overall effectiveness (Bowers, 1964), and
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“"urbanization'' measure (Katzell et al., 1961), and '‘coercive'' power
(Student, 1968). It has been found positively related to profit

(Katzell et al., 1961), expert power, referent power, reward power,
and "incremental influence' or expert plus referent power (Student,

1968) .

Seashore and Yuchtman investigated the stability of the scores on
their factors reflecting costs or efficiency, finding intermediate
stability over a ten-year period.

Summarx.

Efficiency usually has been measured by archival data and its rela-
tionship to other variables has been sparsely investigated. What has
been done yields no conclusive statement.
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Profit

Profit is typically thought of as the amount of revenue from sales left
after all costs and obligations are met. It is sometimes given further
meaning by thinking of it as a return on the investment used in running
the organization from the owner's point of view or as a percent return
oh total 'sales.

Almost exclusively, profit is measured by archival records. Katzell,
Barrett, and Parker (1961) used the ratio of profit to total dollars

of sales as a measure of ''profitability!' (pharmaceutical warehouses
comprised their sample). Stagner (1969) computed two kinds of profit
measures: profit as a percentage of sales and profit as a percentage
of capital (or return on investment). He took his figures from
Fortune's data on the top 500 American firms. Lawrence and Lorsch
(1967) employed several varieties of profit measures--change in profits
over the last five years, change in sales volume over the last five
years, and percentage of current sales volume accounted for by products
developed within the last five years. The last two measures are actu-
ally not profit per se, but are closely related.

Kavcic, Rus, and Tannenbaum (1971) employed a unique approach. Rather
than using archival records to obtain profit figures, they used a panel
of experts to rank order four plants in terms of their ''economic suc-
cess.'" These plants were located in Yugoslavia.

Operationalizing the profit variable is largely an accounting task. In
most cases, the necessary figures are obtainable in company records and
it remains to compute the measure. However, even in the four studies
cited here, we can see that several methods of computing profit exist.
Also, in the workaday world, profit is not always computed so as to
reflect the performance of the organization but to serve some other end.
For example, profits are taxable and it may be in the organization's
best interest to keep them hidden.

Relationship to Other Variables.

The relationship of profit to other measures is complex, since It is
affected by many factors beyond the organization's control, such as the
general state of the economy. Stagner found that scores on four sta-
tistical factors (cohesiveness, formality in decision making, decen-
tralization, and personalized management) did discriminate significantly
(p<.0]) between the top and bottom thirds (in terms of profit) of his
sample of 109 large firms. Katzell et al., found profit negatively
correlated with five measures of the ''urbanization' of pharmaceutical
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warehouses, but positively correlated with measures of quantity pro-
duced, efficiency, and worker satisfaction. They found no relation-
ship between profit and quality of work or turnover.

Kavcic et al. found profit positively related to measures of control,
participating motivation, involvement, and identification in four
Yugoslavian manufacturing plants. However, since N equals only four,
these results are best viewed as suggestive.

Finally, the Lawrence and Lorsch results seemed to indicate that
organizations with high "differentiation' and high "integration' (that
is, diverse subunits to meet diverse environments, but effectively
tied together) were effective and had higher profits. However, their

study sacrificed methodological rigor to explore new areas, as they
themselves readily point out.

Summarx.

Profit is usually computed from archival records, though the methods of
deriving the index seem to vary considerably. It seems that profit is

positively related to most other measures of organizational well-being.
When an organization is making money it appears that all seems well.
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Quality

The quality of the primary service or product provided by the organiza-
tion may take many operational forms, which are largely determined by
the kind of product or service provided by the organization.

Almost all operational measures of quality found in the literature use
archival data, specifically the kinds of measures typically thought of
as being '"quality control." Beek (1964) examined assembly line inspec-
tors' charts to determine numbers of short circuits, assembly faults,
and soldering faults per 1000 units. Parker (1963, 1965) and Katzell,
Barrett, and Parker (1961) used number of errors in filling orders and
pricing per 1000 man-hours of production in their work with pharmaceu-
tical warehouses. Their measures were aggregate figures, representing
either an entire work group or warehouse's quality of work.

Seashore, Indik, and Georgopoulos (1960) in their study of a package
delivery organization used a count of non-deliveries over a one month
period for a measure of an individual's work quality. For units, they
used the mean of the individual's measures. '

Student (1968) used a rating of actual vs. anticipated numbers of
rejects in an appliance manufacturing plant as a measure of quality.

It .appears that much more could be done than has been done to measure
quality. All the measures mentioned above are archival in nature,

taking advantage of existing records. Likert and Bowers (1969) sug-
gest some other possible measures of quality: accuracy, customer
returns, complaints, and repeat business. It should alsé be

possible to develop some subjective measures of quality to compliment
archival measures, such as ratings of the quality of a unit's work by

the unit that receives their product (e.g., airplane pilots evaluating

a maintenance unit's work, mechanics the supply department's work, etc.).

Relationship to Other Variables.

Beek found that quality of an assembly line worker's work was related
to his work pace, with moderately and regularly paced individuals pro-
ducing higher quality than irregular or slow personnel.

Katzell et al. found quality unrelated to quantity of work, profit, or
turnover, but negatively related to the degree of ''urbanization' of
the organization.
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Parker found that pricing and order-filling errors correlated positively,
and that "initiating structure' of work group foremen was positively
correlated with pricing errors (but not order-filling errors). He

found size of the organization (warehouse in this case) correlated posi-
tively with order-filling errors, but employment security negatively
correlated. Thus it appears that close supervision and a large organi-
zation are associated with low quality of work.

Seashore et al. found errors (i.e., non-deliveries) negatively correlated
with effectiveness, productivity, and accidents and positively correlated
with absences.

Student found that his measures of expert power, referent power, and the
""incremental influence' of supervisors correlated positively with
quality.

Summarz.

Quality is measured primarily by making use of existing organizational
records (e.g., measuring or counting errors). Most of its relationships
to other variables appear to make intuitive sense, at least, which gives
one some reason to believe the measures used are accurate reflections of
quality.
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Accidents

This variable refers to frequency of on-the-job accidents resulting in
lost time and has been infrequently included as a measure of effective-
ness. We have only two examples.

Student (1968) used the number of reported injuries for a work group
divided by the number of men in the work group as a measure of work
group accident rate. Seashore, Indik, and Georgopoulos (1960) working
with a delivery van organization, used the simple number of accidents
over a two-year period as an individual measure, with the mean of the
individuals' scores serving as a work unit measure.

Although the biases usually found in archival accident data are well

known, we found no attempt in the organizational effectiveness litera-
ture which tried to deal systematically with these biases.

Relationsh[p.to Other Variables.

Seashore et al. found a negative relationship between accidents and
errors (inverse measure of quality of work) with both the work group
and the individual as the unit of analysis. Accidents were not related
to effectiveness, productivity, or unexcused absences.

Student found a negative correlation between accidents and the ''expert'
power of supervisors, but no relationship to four other bases of power.

Summarz.

This variable is measured straightforwardly from organization records
and appears to have little systematic relationship with other variables,
but little research exists here.
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Growth

Growth can be defined as an increase in such things as manpower, plant
facilities, assets, sales, profits, market share, and innovations. It
implies a comparison of an organization's present state with its own
past state. Only four articles present measures of growth, but several
authors discuss or define this concept (Katz & Kahn, 1966; Kuin, 1968;
Likert, 1967; Thompson, 1967).

The Michigan researchers derived statistical factors representing growth.
Bowers (1964) presented a factor based on analysis of insurance company
records that reflected the growth in dollar volume over the preceding

few years, and Seashore and Yuchtman (1967) lable a factor 'Manpower
Growth'' defined by variables measuring increases in manpower and the
ratio of that increase to total manpower.

Bowers correlated this factor with measures of control (amount of influ-
ence in an organization, totally and at each hierarchical level) and an
overall effectiveness ranking. No significant correlations were found.

Seashore and Yuchtman did not correlate 'Manpower Growth'' with any other
variables, but did examine the stability of scores on this factor over

a ten-y§ar period. They found very low stability coefficients (highest

was .22).

Wainer and Rubin (1969) used the annual increase in the logarithm of
sales volume between years as a measure of growth. They related this
measure to measures of the motivation of the organization's president
(organizations were small entrepreneurial firms), and found that the
motivational measures were related to growth.

Prien and Ronan (1971) derived a statistical factor from analysis of 38
variables of both archival and subjective types that was defined by two
variables--a growth index and amount of average growth rate. They did
not relate this to any other variables.

Summary .

Growth has, for the most part, been measured by a statistical factor

when it has been made operational. It has been found to be unstable

over time (at least in insurance agencies) and unrelated to effectiveness
or control (again in insurance agencies). In one instance it has been
found related to the motivations of chief executives, but this is cer-
tainly a tentative finding.
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